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PREFACE

Ths initisl preparetion for the system of conaultatione in
industriel eector wes initieted in eerly 1976, in accordance with tha
Lima Decleretion and Plen of Action adopted at the Sscond General
Conference of UNIUO held in March 1975 st Lima, Peru. It ia en
innovative mechanism which is expected to contribute to the increaeing
of the globel share of the industrial production of the davsloping

countriee.

Prior to the Second Conference of UNIDD at Lima, important
decisions were taken by developing countrias at regional and intarnstional
levela, viz., the meeting of the Ministers of Induetry of Asis and tha
Pecific Region was hsld when e Declaration waa adopted in Bengkok in
October 1974 which, inter alia, undarscored the need to relocate selectad
industries from developed to developing countriea, and the creation of
new and more sffective mecheniema for continuous and intensive consulta-

tions between developing end developed countries.

On an inter-regional level, the Group of 77 - at its Second
Ministerial Meeting hsld in Algiere in February 1975 - adopted a
Decleration and Plan of Action which called for a eystam of continuoua
negotiations and consultations at global, regionel, end sectoral lavals

aa a ma jor tool in facilitating the implsmentation of @ new international

economic order. It called upon UNIDD to function as a forum for nagotiation

of agreements betwesn duveloped and developing countries and among

developing countries themselves.

The Second Generel Conference of UNIDD recommandsd end the
Seventh Special Session of the U.N., General Assembly {(Resolutinn 3362
(SeVII) endorsed ths proposal for UNIDO tu setabiish a syatem of continuiny

coneultations at regional, global, and suctoral levsle.

In conformity with thesa directivae, the Industrial Development
Board, at its tenth seasion, decided that, as an initial step, UNIDO eho..d
convene, on an experimental basis, consuitation meetinge on a few specif:c
sectors of industry. It further decided that to peve the wey for secto:sl
canaultations UNIDO could in co-opsration with the regional bodiee initiate
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preparatory meeting on agro-based industries and specifically oils

and fats industry was organized by ESCAP and UNTDO from 9-13 May 1977
at ESCAP Headquarters in Bangkok. The purpose of the meeting was to
develop a regional strategy and an issue paper for consideration at the

global consultation meeting,
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I. ORGANIZATIUN OF THE MEETING

Opening of the Maeting

1. ®r. Abid Hussain, Chief, ESCAP/UNIDO Division of Industry,
Housing and Technology was the Chairman and Mr., H.K. Rahim of the
Negotiatione Section, UNIDO was the Co-Chairman of the Maeting which
wae held from 9-13 May 1977 at ESCAP Headquartera in Bangkok.,

2, Or. H.G.R. Reddy, Regional Industrial Adviaer, was in charge

of the aubstantive aapects of the organization and conduct of the mesting,

3. The ragional conaultants who prepared background documenta
and participated in the mesting were (i) Mr. G.V.S5. de Silva (5Sri
Lanka), and (i) Mr. K.K, Ajila (In'.'), Mr, Fred Aldaba (Philipptnes)
and Mr, Lim Boh Ang (Maleyesia) who ware also engaged aa two other
regional conaultants cancelled their viaits to Bangkok at the last
minute owing to unexpected official businase in their reapesctive

countries.

4, Mr. J.8. Orein of Agriculture Division of ESCAP participated
by invitation. FAQ and ILO Regional Offices in Bengkok regretted their

inability to attend the meeting, owing to time constraints,
5. The meeting adopted the following agendas
I. Opening Statement by Mr. Abid Huaaain, Chief,
ESCAP/UNIDO Divieion of Industry, Housing and Technology,
and by Mr. H.K, Rahim, Negotiations Section, UNIDO, Vienna.
II. Regional picture of the industry.
I11. Coneideration of:

A, General issues

(1) Raw matariale
(1i) Proceseing
(i41) Infrastructure
(iv) Merketing
(v) Regional/Sub-Regional Co-operation
(vi) Technology
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8. Specific issues

(1) Cotton seed
(ii) Coconut
(111) 011 Palm
(iv) Groundnut

(v) Other oil ssede

(vi) 011 cakes/meals g

Iv, Re-deployment of tha induetry

vV, Coneideration and adoption of the report.

6. Mr. Abid Huesain in hie opening statement welcomsd ths regional
consultante end other participants to the meeting on behalf of Mr, 1.8.P.
Maramis, Exsoutive Secrestary of ESCAP and on his own behalf., Giving a
brief beskground of the syetem of consultations in the fisld of industry
initiated by UNIDO, Mr. Hussain thought that it was an innovative and
purpoesful mechanism that is likely to bring poeitive results in internae-
tional co-operation., The ESCAP Secretariat had Just concluded the
orgenization of the regional preparatory meeting on leather and lesather
producte induetry which, indeed, proved to be an extremely useful

exerciee,

7. The vegetable cile and fate industry wae of far-reaching economic
end eociel importance to a large number of developing countriee in the
ESCAP region., The industry was not only divereified but aleo hed an

impast on the rural life in the developing countries of the region. - He ..
requeested the meeting to concentrate attention on specific iesuss which
would be amensble for cuneultatione either among develppimg eountriss
themselves or between develeped end developing countriol. The production

of the rew materiale wers largely based in the developing countries
themeelves, end although somse processing fecilities hed besn established

he thought thet the re-deployment of the induetry from the developsd te

the developing countries initially at the primary level and progresesively

at the sescondery levele should becoms a reality in thie particular induetry.
He added thet the mesting might wieh to coneider the inveetment required

for large unite ae one of the iseuss for consultations with developed
countries and aleo with IBRD end ADB. In resssrch and development ectivities

the aseistance and co-operation of the inetitutes in the developed countries

/sountriee '
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countrise in sstablishing linkages with national inetitutes in the

devsloping countries in the region could also receive consideration.

8. Mr. H.K. Rahim of UNIDO aleo extended a warm welcoms to the
participants on behalf of the Exscutive Director of UNIDO, and menticned
that agro-based industries was the third series of industries that were
being considered for consultations by UNIDO, following the conclueion

of the first consultation mestings on (i) fertilizer, and (ii) iron and
eteel industries serlier this year. 1In fact, the Industrial Oevelopment
Board had epecifically suggeetsd that agro-bassd industrise bs coneidered

for consultetione.

9. UNIDO was happy to be assisting ESCAP in organizing the firet

regionel preparatory meetings on 'lesather and lsatheg products'! which had

just been concluded and on ‘'vegetable oils and fats %ndustry', the delibera-

tions on which were just commencing. He alsoc said that similar regionel
preperatory meetings wers being organized in two other sconomic commiseions
remely, ECLA and £CA, Eventually, the global consultation mesting in this
industry would be organized by UNIDO in December 1977.

10, He looked forward to thes valuable contribution thet thie meeting

would make in the identification of specific iesues for consultetione, |

11, The purposs of the Regional Preparatory Meeting on Vegetebls Oile
and Fate ie to specify the future requirsments of the sector, end ite
potential for expansion in the ESCAP region and on this basis, to identify
certain priority issues and problems for consideretion at ths Coneultation
Mesting. The central thems, in the deliberations, would be the opportunitise
and constraints Por re-deployment/re=location in Aeien and the Pecific Coun-
triees of oils and fats processing facilities which have become stegnent

or uneconomic in developed countries, end how this process cen be
sccelersted through broad agreemsnts providing, inter alia, for the

tranefer of knowehow, devslopment of human skills, mobilizing finenciel

resources, accees to markeste,

12, Ths 0ils and Fets sector provides e unique opportunity to
reselize end implemsnt on ® nracticel bessis the principleef re-deployment;
coneidering that out of the main 24 oilessed producing countries in the
world, 16 srs devsloping countriss, presently sccounting for 35% of
werld oileesd production, eix of which ers membere of ESCAP. The besic

overriding sim for developing countries in the region is to prepare e
/co-ordineted




coeordinated action programme to mxpand and upgrade their oileesd
{ proceeeing capscities in order that their - mbined production registers

a substantial increase by 1980,

v

. Some of the 1ssuyes which mer{' conaideration arets

a, As the creation of additional oile and fats proceesing '
facilities would require large-scale improvements in
the areas of handling, storage, refining and transporting
(wuhich form the major conatraints in achieving this
ob jective), uhat immediate and long-term measures are to

be adopted to improve the performance and efficisncy in

these fimlde? What areas of regional, inter-regional

and international co-operation could be envieaged?

be What priority should daveloping countries in ESCAP
{ ‘ region attach to acquiring one or the other improved
oilseed processing and what are the conseguenrt technnlogical,

training and investment requiremente which will bs needed?

T, Finally, there ie the crucial aspect of marketing.
Considering the different consumption patterns in

developing and developed countries, how can ESCAP

.

countriee adjuet their oilseed production to mest

western consumers' demand? Can quality control etandards
be msvolved and applied? With the marketing rolss of
international companies what are the possibilities for
initiating joint venturee which would include agreements
for setting up an effective marketing mechanism capable

of distributing the product from production to cuneumption

areae?

14. Dr. H.G.R. Reddy, Reyional Induetrial Adviser, explained the
subetantive and organizational aepecte of the current meeting. Ths

oile and fats induetry was unique and fascinating. It wae a treditional
induetry in the developing countries of the region. In common with other
agro-induetriee, the oils and fate industry had aleo problems of organizae

tion, dsvelopment of skills and application of modern technology. Howsver,
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in some countriss modern proceseing techniques had alreedy been adopted.
There were numerous issues to bs considered in the development of the
induetry, which largely fall in the area of raw materiale and trade

and merketirg aspecte. Keeping in visw the psrepective of the prssent
sxerciee of increeeing the ghare of industriel processing in developing
countries, epecific iesues could be identified in improved utilization
of the resourcss evailable within ths developing countries thsmeslves.
Some of thess issuee would lend themeelves for coneultations with
developed countriee and c-operstion among the developing countrise

themeelves.

15. On e eub-regional baeie, cotton sesd induetry wee important to
Vest Asian countries; coconut industry to Southeast Asia and ths Pacific
Islands countries; and oil palm fo: Malaysia, §ndonesia end Pepus New
Guinea. India, as the third largest producer of oil seeds in the world,
presented e different picture in the production snd processing of e
variety of oil sesde end the development end epplication of tschnology

for industrial processing of oil beering meteriele ee also the menufscturs

of the entire rsnge of mechinery for this industry,

16, Given the goodwill end understanding, thers could be incressing
international co-operetion in the re-deployment of induetriel procsssing

fecilities, which ie the ultimete objective of the system of consultetions.




I1., REGIONAL PICTURE OF THE INDUSTRY

17, The oils and fats industry is of some significance to prectically

evsry country in the region, though its importance varies from country

to country, The major producers are India, Indonssia, tha Philippinas, ’
Malaysia, Sri Lanka and Papua New Guinea, Coconut is widaspresd throughout

the region and etill the most importanrt, though oil palm is growing at a

rapid rate, Groundnut, cotton seed, rapeseed, and castor are also of

importance for particular countries. 1India produces a variety of oils.

Indoneeia and Malaysia have also diversified to some extent, Philippines,

Sri Lanka and Papua New Guinea are primarily coconut producers,

18. The region produces about 35 million tons of oileeeds or kernel
out of an estimated world production of 180 million tons (20%). Another
estimate in terms of oil equivalent indicates a 15X share for the region,
The dominant form of economy in this sector of raw material production

is small-scale peasant farming. This poses many problems which have yet
to be solvedj problems relating to land tenure, poor cultural and
management practices, inadequacy of technical, transport and marketing
services and of credit facilities, Some countries which still have an
sbundance of land suitsble for new cultivation are expanding their
production by the development of new land and the adoption of better
organized system of cultivation and supply management. 8ut development
costs are escalating as more inaccessible and merginal land ie brought
under cultivation. Other countries have to depend on more intensive
syetems of farming. In thise respect they are hindered by the problems
crested by small peasant cultivetion, inadequacy of irrigstion facilities,
the pace of research into new varieties and the financial burdens imposed

of replanting programmes.

19, The consumption of oils and fate in the region is only 4.4 kg.

per head (food) on the average, though it varies from only 3 kg. in

Indonesis to over 10 kg. in Msleysia and Sri Lanka. This compares with

sn aversge of around 20 kg. in the developed countries, 8 kg. in Latin

American, 7.4 kg. in the Near Esst and 5S¢} kg. in Africa. Consequently .

the exportable surplus of ths region amounts to about onae-third its

production ’
/20,




20, Primary processing of the oilseed or kernel into crude oil
exists in almost all the countries., However, it is significent thet a
million tona of copra is exported without being processed into coconut oil,
This is particularly the cese with some countries in the Pacific eree,
where due to difficulties of internal trensport it is sometimea cheaper

to ship the copra to Australie than take it to e central crushing mill
within the country. Secondary processing is even less developed, although
fecilities ere being built to refine more of the rrude oil, particulerly
palm oil. Soep meking is widely prevalent end the technology bese is
simple. The production of mergerines, weshing powders and detergents is
not very developed, because of tha unsophisticated nsture of the internel
markots and of the more edvanced production techniques in the case of
detergents, The manufecture of by-products, particularly of coconut, are
vseful subsidiary industries which are becoming increasingly importent

with the current emphssis on integrated rural development,

21, The developed countries constitute an importent merket for the

exports of the region. The regreesive tariff structures (where the duties
incresse with the degree of processing) in these countries ere sn ubstacle
to the growth of the processing industry in the region. The benefits of
the Loms Convention are also not extended to all the countries of the
region. However, the biggest problem is the fluctuating prices of oil

in the internetional merket. A price stabilizetion scheme for veqetable
oils would remove this element of uncertsinty end hence benefit both
exporting and importing countries. The extent of vertical Sintegration
that exists in the industry in the dsveloped countries slso constitutes

a berrier to the msrketing of the more processed prcducts of the region.

22, In Table 1, on the besis of the information compiled from

ISTA publication, the oil seed end oil situation on & world wide basis with
breek up of developed snd developing countries is shown. 1In Teble 2,

from the ssme source sn attempt is made to indicste the brsek up of the

oilseeds production in important countries of ESCAP region in comparison

with other regions,




VEGETABLE OILSEEDS AND CJLS AND FATS STATISTICS

OILSEEDS

Table 1

(1975/76) QF

MAJOR PROOUCING COUNTRIES

World Production

Osveloped World Production
Oeveloping World Production

OILS AND

FATS

World Production

Oeveloped World Production
Osveloping World Production

(In 1,000 metric tons)

130,956
66,007
64,949 =

= 52%
48%

= 31,506

15,345 =
16,161

48%
51,3%

OISTRIBUTION OF IMPORTANT OILSEEQS AND OILS AND FATS

OILSEEDS 0ILS AND FATS
B Countrise|Countrise’ | Tt fosunteses |coumtoie | Totel
Soyabean seed & oil 43,565 24,485 68,050 7,333 2,867 10,2667
Cottonseed & oil 7,533 13,057 20,590 1,162 1,316 2,478
Sunflowerseed & oil 7,957 1,963 9,920 471 2,718 3,189
Groundnut eesed (shelled)

& oil 1,366 11,525 12,891 2,715 697 3,412
Repeseed & o0il 4,250 3,640 7,890 1,181 1,364 0525
Sesame seed & oil - 1,830 1,830 13 593 606
Coprs & coconut oil - 5,190 5,190 711 2,412 3,123
Pelmkernel & oil - 1,160 1,160 136 364 503
Linseed & oil 1,284 1,391 2,675 230 405 635
Castorsesd & oil 52 708 760 66 248 314

Olive oil - - - 1,334 446 1,780
Pslm oil - - - - 2,630 2,630
Tung oil - - - - 101 101 ¢
66,007 66,049 130,956 15, 345 16,161 31,506 »
== e B ———4

SOURCE s

ISTA
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111. GENERAL ISSUES

A, Raw Materials

23, There is no projection available of world production and
consumption of vegetable oils and fats in the year 2000. The FAD,
however, has made a projection up to 1980, By assuming a continuation

of the same exponential trends and extrapolating on the FAD figures,

we obtain an indicative magnitude of world production and consumption

of vegetable cils and fats in the yoer 2000 of around 80 million tons.

On the basis of similer assumptions a production goal of about 16 million
tons of vegeteble oils for the countries of Fhe region in the year 2000
does not appear to be over ambitious, However, this goal is about 3 times
the present level of production in the region, and represents en increase
in the region's share of world production from the current 15% to 20%

in the year 2000,

The issues ere the measures to be taken to echieve the targetted increase

in the production of oilseeds

24, Many problems have to be solved if this goal is to be achieved.
These problems are mainly of a national character and will have to be solved
primaridy at a national level. Hence only a brief reference will be msde

to them here. Many of these problems are posed by the widely prevalent
system of small-scale peaeant farming and relate to outmoded tenurial
systems, inefficient methods of cultivation and management, inedequacy

of the infrastructure of extension and advisory services and transport,
merketing and credit facilities. Some form of land reform will be necessary
and the problem of promoting genuinely co-operative forms of activity based
on self-relience and selfemanagement among the small farmers, will hsve to
be solved. In some countries new lend is still available for extensjive
cultivetion based on new forms of organization and mansgement. Other
countries will hsve to depend on intensive cultivation, supported by
irrigstion facilities, fertilizer epp)ication, replanting with high

yielding varieties and the control of peste and diseases.

25, Co-operation st a regional level could facilitsts the solution
of some of thsse problems. Resesrch snd development is the moet fruitful

sres for regional co-operetion., Thsre ie s eufficient diversity in thse

/agro-climstic
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agro-climatic conditione ir each country for the research of one country
to be relevant to another. The technical panel (cocotech) of the Asian
and Pacific Cocoout Community (APRC)} provides a forum for the exchange of

views among research workers in the fisld of coconut,

26, It may also be in the interest of the developed countries to
assiet the region to achieve its production goal., It would be sn insurance
against the uncertain supply conditions of petroleum-based chemicals in
the future. An obvious srea for such assistance is research relsting to
high yielding and disease-resistant varieties, biological control of pests
and increasing good planting material through tissue culture. Another
possible area of assistance is the provision of financial resourcas for
land devslopment, irrigation and replanting programmes. Finally, ths
coeoperation and even financial support of the developed countries in
designing and implementing price stabilization schemes would go s long

way towsrds removing uncertainty and ensuring a steady growth of the
vegetable oils and fats industry of the region, and a regular supply at

stsble prices to the developed countries.

8. Processing and Technology

(1) Processing

Supporting Background Information and Justification

27. In general, the processing technology in vegetable oils snd fats
is known snd available to all devsloping countries. Primary and sscondsry
processing are done in most ESCAP countries., This includes solvent extraction
process. At the higher stages of secondary processing such ss frectionstion,
refining and production of chemicals based on fatty acids, ESCAP countries
with the possible exception of India and Malsysis are deficient. The
constraints sres
s) Mesrketing - higher the degree uf processing the setiffer
the tariffe,
b) Dsveloped markets' resistance to refined or processsd
vegeteble oil products from devsloping countriss, (Although
these countries sre in 8 poeition to meet the specifications

prsvalent in the developed countries). /c.




28,

(11)

29.
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c) Technological investments for secondary processings

These are not insurmountable. It is estimated that
vegetable oil refining plant including deodorization of
a capacity of 100-150 tons of crude oil per day,would
cost about $100,000,

The Isasuee for Consideration ere

At the International lLevels

a) To put an end to the export of crude oils change in the
merketing obstacles in developed countriess resistsnce
to export of refined and processed vegetable oils and
fets should be investigated and tested against present
export capebilities of developing countries. Ffor example
the firm UNITATA in Malaysia which is a joint venture of
Teta 0il Mille of Bombay, Indis and the United Plantationa
of Malaysie, for neutrelization, bleaching, deodorizing,
fractionation etc,

b) Re-deployment of processing facilities for castor oil to
Indis, Thailend, and Brazil being tha mein producers of

castor beans.

At the Rsgionsl and Sub-Regionsl Levels

To atimulate the trensfer of know-how through jointsventures

As in the cease of the joint venture between India/Malaysis
for example the establishment of UNITATA and other vanturas
betwean Indis/Indoneeia and Indis/Sudan, similar schsmas should
ba explored with the aim of promoting the astablishment of
incressed industrial procassing facilitias in tha ESCAP rsgion.

Technology

The meeting considered the development, spplication end transfer

of tachnology both in the industrial processing and in the manufacture of

machinary end aquipment required for the industry. It recognized that, at

the national leval there were research and development institutes in moat

of the countries which sre important producars of oils and fsts. M tha

/ragional
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regionel level, the ESCAP Secretariat had established the Regional Centre
for Technology Transfer which would deal with problema and general aspects
of development epplication and trenefer of technology on a non-sectoral

basis and the Regional Network for Agricultural Machinery was specifically

concerned with the development of agricultural machinery and equipment.,

30. The ESCAP Secretariat had, no doubt, organized from time to time
regional consultative missions on (i) coconut, (ii) oil palm, (iii) rice
milling and rice bran oil, (iv) feed industry, and (v) essential o0il industry
which have inter glia examiner technology aspects. Howsever, conaidering

the difficultiea of aetting up @ asperate institutional errangement for
technology, the meeting recommended that this function may become part of
the functions of the Regional Consultative Committee for (Oils and Fats
industry thet wes proposed to be set up,while considering messurss to be

taken for incresaed regional and inter-regiinal co-operation.

c. Merketing and Infrastructure

31, In the con.ext of the developing countries attempting to export
partially, and ultims*ely completaly processed vegetsble oils in bulk to
deve loped countriea, problems of bulking fecilities at the ports of both
exporting and importing ends might crop up in the intervening period of
changeover from crude to refined stage, though theoretically there could
be no edditionsl problems arising out of thia changeover. Even otheruise,
es the o0il production goes up in this region bulking instellstions will hava
to be added and for an efficient s stem, technicsl know-how as well as
finance mey be naeded. It could be of interest to the importing developed
countries to join hends with the developing countries to develop thesa
fecilitiea,

luggorting;ﬂnckgpound Information and Justification:

32. The ESCAP countries fsce three main constraints viz., s) port and
bulk handling fecilities, b) shipping, and c) high freight ratss impossd by

daveloped countrias.

33. The issum for considaration araes

At ths International Lavels a) Joint vanture agreements with

internstional firms for conatruction of bulk port fecilities for
vegatsbla oile and fats, b) discussion at intarnationsl forums

/such as
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euch as IMCO concerning shipping constraints, and c) UNCTAD to
pursue actively the question of more equitable and non-discrima-

natory freight rats.

34, The FAD projoct‘ions, if extended to the year 2000 on the assumption
of a continuation of the same exponential trends, indicete a trebling of

the total consumption and a doubling of the per caput consumption (for

food use) of oils and fats in the developing countries, This is of grest
significance for the growth of intsr- and intra-regionsl trade among thene

tountries.

35, The issues for consideration at regional and inter-regional

lavel aere:

It sesms unlikely that the full potential of such trade will bs
reslizsd within the existing framswork of tariff bsrriers, quantitetive
restricticns snd licensing procedures which effectively insulate the

internal marksts in most developing countries.

36, These obstacles to trsde could bs reduced by measuree such ae

the institution of payments-clesring srrangesments, mutual reduction of
tariffes and quotes, bilateral trade contracts, the building up of commerciel \

infraestructure snd trading channels end the esteblishment of ventures betwean

importing and exporting countries.

The issues for consideretion with developed countriee

37. Ae fsr es trade betuwsen the developed and the developing countriee
of tha region is concernad, the teriffs structure in the devsloped countriee
which aecslate in proportion to the degree of processing that a vegetable
oil hae undergons should ba chsnged. Outy reductions could be given under
the G.S.P. to veqgstable o0ils thst sre of importance to the region, and

the apecial conceesione granted under Lomé Convention should be axtended

to all the countriea of the rsgion.

38. Food eid programmas sponsored by ths developed countriae or
Intarnational bodias should be enlerged to includa ths yegeteble oile
trl;:litionllly producad in the region. Such concessional ssles of vegetable
oile would ba of great benafit to the countries producing them, and would
eleo considarsbly widen tha ecope for intre- end inter-rsgionsl trada

smong the daveloping countries,.

/39.
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IV. REGIONAL AND INTER-REGIONAL CO-OPERATICN

39, The meeting considered the rationale for regional and sub-regional
co-operation and recognized thet it was eesential to promota collective
self-reliences The pre-requieite for such co-operation among #intereeted
countries would be the existence of the political will and the eppreciation

of economic benefits that would eccrue through such co-opersetion,

The iesue was the reluctance in sharing information, knowledge

and experisnce end especially the processing and industrial machinery

manufacturing technologies.

40, The institutional arrangements, the marketing strategies,
menageriel and technicel expertiee developed at coneiderable expenee of
time, money and enerqy et the netionel level cennot bs expected to be
ehared with other developing countries, Similarly there is the more
difficult queetion of sharing of the know-how, process and induetriel
machinery manufacturing technologies and advanced management skille which

have been developed at considerable secrifice et ths national level.

41, In the matter of marksting, agreement could perhape he reached
on co=operative action provided such action ie intended for considerable
expeneion of the export markets with a reasonable assurance of earninge
of additionel foreign exchange by the co-operating countriee. In the
matter of industrial procaseing know-how and machinery manufacturing
technologies it would be moest sdvantageous for the developing countriea
to share such expertise and use the equipment and mschinery manufactured
within the region, on commercial terms, which in any caa® would be mora

advantageous than importing from developsd countrisa.

42, In order to overcome the constraints in the promotion of such

co-operation the following pointa were recognized:

(1) Lack of information on the evailability of procesesd and
equipment auccessfully developed in the dsveloping countries
themaslves, and

(i1) Difficulties of payment through forsign exchange and the lack
of credit facilitias,

Thsse metters are to be conaidared et a bilataral or aub-regional lavel for

arriving at eatisfactory agrsemsnta. /43
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43, Wide ecope exiete for expending the ESCAP region's cspability
to menufacture mechinery for proceeeing end refining vsgetable oile

and fate. India has the neceseary industrial beee and cepacity to
menufacture under licenee, induetrial proceeeing equipment such as

(i) seed cleanere, (ii) cottonseed prepr-ncessing de-lintere end
de-corticetors, (iii) oil expellers, solvent extraction, oil refinirg,
deodorization, hydrogenation plants, and fatty acid proceseiing equipment.,
One conetraint ie thet most ESCAP ~ountries lack this vital information
of tte availability of the m~chine building technology end appropriate

machinery within the ragion.

44, Another suggestion would be the strengthening of the existing
commodity communitiee viz. Aeien and Pacifi~ Coconut Community (A.P.C.C,)
which have been eetablished as inter-governmental bodige. Specifically
the suggestion is to make it a viable policy making organ of coconut
producere with juriediction in marketing, pricing, exchsnge of technology,

information on exports and policies,

45, It would be an innovetive epproech to consciously promote Joint
ventures betwsen developing countriss thameaelves ae, in Pect, one euch '

successful example between India and Malayeia was considered by the meeting.

46, The meeting in thie context aleo considered the possibilitiee

of inter-rsgional co-operation specificelly in view of the low per capita

consumption of oils snd fete at preeent and the likely increaee in demand

in future. There would be coneiderebls ecope for treding emong developing

countriee on sn intsreregional basis.

47, Yat another important area of inter-regional coe-operation wae
considered in the case of industriel proceeeing of castor beans., It is
known that Brazil, India, China and Thailend ars exclusive producers of
cestor bean of 8 total of about 800,000 tone per ennum or about 80% of
world production. The primary stage of proceesing namely the extraction
of oil involves simple technology and in fact, hes alrsedy been adopted
by sll the producing countries to a large extent, At the eecondery
procsssing level, the chemicale produced from csetor oil will have tha
edvantage of velus sdded to the sxtent of 75% end even this proceeeing
technology ie svailsble in one or two developing couritriaes. Therefore,

/inter-regionel
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intar-ragional co-oparation in the industrial processing of castor oil

would be 8sn sxcellsnt mechsnism of ths promotion of auch co-opsration,

48, The Meeting recognizing the lack of a regional forum for
'oile and fsts' industry which is of economic and social importsnce to
the daveloping countries of ths region hoth from the point of view of
amployment and foreign exchange sarning, recommanded that an YESCAP
Regional Consultative Committes for 0Oils and Fats Industry”

be aetablishsd. The craation undsr the asgis of ESCAP of such an
intar-governmentsl body to co-ordinste and harmonizs tschnological,
marketing, pricing, intar-rsgional trends and axport policies in the
ESCAP region is urgently callad for. CCOF would include sll ma jor
oilseeds, o0il besring materiels produced in the region. It wss thought
that, this wouid provids an axcellent forum for continuous consultations
on tha production, processing and marketing and in fact, on all aspecte
of this induetry and might also attract ths participation of developed
countriee in the larger intarast of promotion of co-oparetion bstween

the devalopsd and developing countries,
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V. SPECIFIC ISSUES

A, Oilsseda and 0il-Bearing Maetsrials

49, The meeting had examined the currsnt position of the industrial
processing of oilsseds and oil-bearing materials which ars of sconomic
impcrtance to ths devsloping countries of the ESCAP region, while
considering the general issuse euch as (i) raw matsriale, (ii) processing,
(111) infrastructure and (iv) marksting. Ths problems of specific oilewed
proceseing industries ware @also coneidersd under "regional/sub-regional,
@s wsll ee intsr-regional co-opsration". Similarly the developmsnt and
applicetion of\technology had bssn considsrsd with rsspect to ths oils

and fats induetry as a whols.

50. Ths cottonsaed processing industry is of sconomic interest

to Iran, Afghanistan, Pekisten, Indiea and toc some extent Thailand.
Cottonssed is not grown in other countries of the ragion. Ths industry
has some spacific probleme in dsvelopmsnt end specializsd aquipment would
be rsquired for pre-processing of ths cottonseed. Ths utilization of
by-producte such as the lint, hulls and cakes/msale would also bs

important to make the industry modsrn and economical.

5l. Ths coconut procsssing industry hes its own problams end is of
intereet only to South East Asian end Pacific island countries. Heresgain,
ths increased utilizetion of tha byeproducts, sspecially coir and shell
would bs in the intsrsst of getting a batter rsturn for ths rssources
availeble within ths countriss. ESCAP hae been euccsssful in u.tabliehing
ths Asian and Pacific Coconut Community for ths developmant of ths

industry sa a whols in ths region,

Sz, Tha oil pslm industry ie in oparation on commarcisl scale only
in Malaysis and Indonssia, Pepua Naw Guines is @ potantisl producer

on a commercial ecals and exportar of palm oil., S$imilarly, Solomon

Islanda which hae slresdy entered tha axport merket, might expand ita
production in future yssra. The induetry haa nec.(sarily to bs sstabliated
on s plentation bsais end the induatrial proceseing aspects are v':atly

different from any other oil-besring matariel.

/53.
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$3. Apart from the three importent oil-bearing materials which
have beer referred to in the preceding paragraphe, groundnut, soyaebean,
linseed, rape/mustard oil and sunflower seeds are of importance to one
or two countries in the region. In the non-edible field, castor bean

is of great economic importance and within the region it is produced
only in China, India and Thailand. The increased industriel proceseing
possibility of caetor oil into chemicals and the potentiel for inter-
regiocnal co-opsration has been discussed under e separste pareqraph

in the report.

54, It will be seen that, by and large the iseues which have been
examined in these specific industriee are lergely those to be eolved

at the national level. To some extent, sub-regiocnal and regionasl
co-operation could promote the development of the induetry. Thesa

have been indicated under a saparate eection on "regional/eub-regional
co-oparation" in the report. Similarly, under the "Re-deployment",
epecific issues have been mentioned whicH', are applicabla to oils and

fats industry in general.

8. 0il Cakes and Meale

55. The meeting considered the importance of the oil cakes and

meals both s a source of valuable protein for animal feed and foreign
exchange earnings by exporte. As at present copra, groundnut, cottoneesed,
end lineeed, cakes meals were the principal items Po? export from the

region to the devaloped countries.

The iesue was the diacounting of the export prices of oil

cekes/meaals in the importing-developed countries on_account of the

occurrence of aflatoxin,

S6. It wae known that aflatoxin could occur in a number of oil cekes
end meals owing to poor handling, transport and storage practices. Indead,
eoms countries hed tuken measures to arreet the occurrance of aflatoxin.
Navertheless emell traces of the toxicity (1 p.p.m.) still occurred whan
the shipment wae received at the importing end. It has besen shown
ecientifically that it could etill bs ussd in the compound fasde wharas

the toxicity, if any, gets diluted and ie, therefors, not a serioue

/nutritionsl
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nutritional problem. The meeting, therefore, suggested that consulta-
tions be organized between developing-exporting countries and the
developad importing countries to reach suitable agresments on the

tachnical and commerciel aspects of the trading of oil cakes and meels.

The question of utilization of the oil cakes end meele for

the development of the feed industry et the netional level wes enother

iesus for consideretion.

57. This would be the beeie for the development of the dairy
induetry and naking availsble increeeed quentities of milk end milk
products with & view to overcoming the protein/celoris deficiency in
the vulnerebls eections of the population, It would aleo help the
development of the poultry induetry.

58, The utilizetion of the oil ceke protein for humen coneumption
hed great limitetions in the developing countries. It uwes, howsver,
known thet in the developed countries meetlses-meste were developed
besed on oileeed proteins end being coneumed to some extent. Sugh
developmente ere unlikely to occur in the developing countrise for
domeetic consumption in view of the high cost of production., However,
the menufecture of such producte in the developing countriss would

constitute e potential export-based indusetry.




VI. RE-DEPLOYMENT OF INDUSTRY

59, Ths meating had considared the complexity of ths industrial
processing of oilsesde end oil-baaring materiale at tha primary and

secondary lsvels. While epecific iseues had bean discussed under relsvant
items of the agenda, it was thought that particular areas could ba idantified
for redeployment. The motivating coneideration in the developed countries
would be ths problem of pollutionl/in the refining of ciude veqgetable oile.,
It was also pointed out th 't in some larqge capacity feed mills in the
devsloped countries there was a problam of pollution of air. Economic

consideretione mey not be so significant, yet, in the largar intereet

of re-deploying the industries to the socurces of production of raw
materiale, the developed countries might ba interested in reaching
agresments on tha rs-deploymant of epecific induetrial procesaing

activitiee, ‘

(1) The primary processing of all oil saads and oil pearing
materiele produced in the developing countries ghould
be redeployed in e maximum pariod of Tive ysars, and ths
intervening time should be utilized for ths installation

of necessery proceesing facilitise,

(11) There ahould be agrsement on a time targst for the
re-deployment of the refining fagilities of the ‘oile
and fate' produced in the developing countriss of the
region eo that increesingly, only refined oils could be

exported.

(111) In » long-term of perspective, the consultatione may lead
to agresments on the eetablishment of joint-venturea for
manufacture of brended products for consumption in

developed countriea

60. In order to facilitete the implementetion of the ebove
recommendatione, the meeting etrongly urged thet the tariff barriere
which progressively increseed from oil eeed to crude oil, end refined

oil to branded producte, ehould ba eliminated, /61

i/ ITC paper entitled "Study of Export Opportunitiee in world merkets in
selected agro-induetrial pkoducte in developing countriee with particular
reference to (e) Animel Feeds, end (b) Oils and Fate".
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61, The o0il cakes and meals are currently exported as raw materials
fur the feed mills in the developed countries. Since considerable expertise
had been developed, in some of the developing countries in tha region in

the manufacture of balanced and compound feadestuffg consultations ehould

be initiated for the progressive increase of the export of blandad products
conforming to the standards and specifications as prevalent at present

in the developed countriee with particular raference to (a) nitrogen,

(b) carbohydrate, and (c) fiber content. In some cases the developing
countriss were rsady to meet the rigorous requiremente of standards and
specifications of even the compound animal feeds in bulk to be packaged

and distributed through the normal marketing channels in the developed

countries,
~f re-ceployment /
62. Ae a specific oxamplqﬂ it was mentioned that the svailability

of castor bean in India, Brazil, Thailand, China and U.S.8.R. amounted
to a total of about 800,000 tons or an oil squivalent of about 400,000

tons par annum, nearly all of which was exportsd to the developed countries.

If the crude castor oil is procsseed into chemicals, the value added will
be the order of 75 per cent. On a rough estimate, the additionsl foreign
exchange aernings could be of the order of 135 million dollars per ennum,
The processing technology had also developed in one or two developing
countries, There are three or four esteblished companies in West Europe,
and U,S.A. which have specialized knowledge, expsrience and sxpertise

in the proceesing of castor oil into chemicels. However, euch sctivity
ie only a part of other activities undertaken by theee compenies. A
strong caee existe for the re-deploymant of the aaéondary and secondery
processing of castor oil into chem:cale to the oileeed producing devsloping
countriaa themaelvee, To this end, coneultatione mey be initiated with

the concerned developed countries,

63. Scope exiets for conesultations with the developed countries for
the re-deployment of the processing fecilities from the developed countrise
to the coconut producing countriss of the region, of (a) activated carhbon
usiny coconut shell as @ rew materisl, end (b) coconut fiber into coir

producte,
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64, The industrial manufacturing capacity for the machinery and
equipment required in oil extraction, refining, !.ydrogenation, solvent
extraction and manufacture of compound feeds nasd to be re-deployed to
the developing countries whereever it is found to be feasibles, perhaps

under joint venture or other suitable arrangements,

tsS. In the spirit of the Lima Declaration and Plan of Action and
cha subeequent mandates of the Ganeral Assembly, UNIDD might take the
initiative to make suitable investigations and provide “he forms for

naegotiation mestings between interestead groups of countries.

VII. ADOPTION OF THE REPORT

66, The mesting unanimously adoptsd this report on 13 Mey 1977.
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