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PREFACE 

The Second General Conference of ~he United Nations Industrial Development 

Organization (UNIDO), held at Lima in 1975, declared that the share of developing 

countries in world industrial production should be increased to the maximum 

possible extent and as far as possible, to at least 25 per cent by the year 2000. 

In order to facilitate the achievement of this Larget, the Lima Conf~rtnce, 

inter ~i~, assigned l'NIDO the responsibility of organizing continuing consultations 

in the field of ir.dustry at global, regional and sectoral levels. 

One of the priority sectors mentioned in the Lima Declaration and Plan of 

Action is the de'lelopment of ecficient agro-industries and stimulating food 

production activities by securing an effective and viable link between a~ri~ulture 

and industry with the objc~tive of achieving a high degree of integratior. and 

interaction hetween tliese two sectors of the economy in the deve~oping countries. 

In order to stimulate further devP.lopment of the food-proces~ing and the 

vegetable oils and fats industries, the First Consultation on the Veget~ble Oils 

and Fats Industry was held in Madrid in 19~7 and the First Consultation on tne 

Food-Processing Industry was held in The Hague in 1~81. 

Taking into account the recommendations adopted at the First Consultations 

on the Vegetable Oils and Fats !/ and the Food-Pr0cessi0g Industries. ~/ tl1e Industrial 

Development Board, at its seventeenth session, decided chat the Second Consuitation 

on Food Processing with special emphasis on vegetable oils and fats should be held 

in the biennium ~j84-1985. According to the UNIDO work programme, this Consultation 

is scheduled to be convened from 15 to 19 October 1984. 

Based on the current e'raluatio~ of the production and marktt situation for 

the vegetable oils and fats industry, the UNIDO int-er-divisional Task Force on 

the Food Processing and Leather a~d Leather Products Industries, has identified 

two main problem are~s a~ possible issues for consider2tion by the Consultation 

They include the various aspects of the integrated 3pproach in vegetable oils and 

fats industry de··~lorment within the foud-prncessing 5ector, an<l measures to 

overc0me !T'ilchinery an'. spare pans shortages in the food-processing industry. 

illustrated by example of the vegetable ails and fats industry. 

I/ Rep.;r·t of thl' First (Cl11s111trition on the Vegetabl(• Oils and Frits 

2/ 

lncfu:s~t_!-)----(fo/\.fr:-:-2fi-o ir>Y. -- -- -- -- - --· - - -- - - --- - - -- ---- - - -
Hyj'11r_t_ of __ tht F_i_rs_t_ C(l11~;11 l_t_a_t_i_Cl_1~ _o_n 
( IJJ/27H). 

t llP _~\i_Cl_d_-_P_r_o_<y_s_s_in_g_ !ml.1st ry 
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The Expert Group Meeting on ''Measures and forms in promoting integrat~~ 

development of the vegetable oils and fats industry within the food-processing 

industry" was convened by UNIDO in cc-operation with the Governmenl of the 

Arab Republic of Egypt in Alexandria from 24 to 27 October 1983 as a preparatory 

meeting to the Second Consultation. 

The main objectives of the Alexardria meeting were to estimate whether 

the problem area related to the integrated approach in vegetable oils and 

fats industry development is justified to be included as one of 

the main issues for consideration by the Second Consultation, and to advise 

UNIDO on the selection of priority issues within this identified problem area. 

I 
I 
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I. ORGANIZATION Ahl> ATTENDANCE 

I. The meeting was opened by the General Secretary of the Alexandria Governate, 

Hr. 'Hamdy Abd El Mohsen, and the lnder-::iecretary for Indu;try and Mineral Resources 

of the Arab Republic of Egypt, Mr. Ragae El Haddy, delivered the welcoming speech. 

On behalf of UNIDO, Mr. Horst Koenig, Head of the UNIDO delegation, presented the 

objectives of the meeting, and Hr. Grzegorz Donocik briefly outlined the activities 

of UNIDO within the framework of the System of Consultations. 

2. The meeting was attended by experts (acting in their individual capacity) 

from Brazil, Canaria, France, Federal Republic of Germany, India, Nigeria, Poland, 

Sri Lanka, Sudan, Syrian Arab Republic, Switzerland, United Kingdom, United ~epublic 

of Ta~zania, United States of America, Yugoslavia and Egypt. 

3. The United ~ations Industrial Development Organization (UNIDO) (Sponsor1~g Agency), 

the Food and Agriculture Organization of the United Nations (FAO), and the International 

Trade Centre (ITC) were also re9resented. 3/ 

4. The meeting eJected Mr. Ali Abdel Rahman Amin (Egypt) as Chairman, and 

!Ir. Murugesue Varnakulasingam (Sri Lanka) as Rapporteur, and adopted the attached 
4/ 

agenda. 

I!. SUMMARY OF THE PROCEEDINGS 

5. Five discussion and position papers, prepared by the UNIDO secretariat and 

its consultants, and eleven papers prepared by invited experts, FAO and Egyptian 
s/ 

representatives, were submitted to the ~eeting as supporting material. 

6. The meeting critically reviewed the issues highlighted in the above reports 

and a<lopte>d the following observations, conclusions and recow.mendations: 

lssue No. l: Justification for selecting the integrated approach in developing 
the vegetable oils and fats ~ndustry 

7. The importance of integrated development of v~getable oils and fats ts 

j•1stified by: 

1/ 
4 I 
s1 

S~e Annex for List of Participants. 
See Annex Z for Agenda. 
See Annex 3 for List of References. 



I 
- 5 -

(a) The need to avoid bottlenecks in various elements of the vegetable 

oils and fats system which reduce the overall efficiency and output 

of thevegetable oils and fats industry. 

(b) The possibility it offers for the creation of an important technological 

;md economic line by the natural properties of oil-seeds resulting in 

different uses of oil-seed processing products. Integrated 

development of vegetable oils and fats shoul<l be substantiated by 

the selection, elaboration and tmplementation of a "cluster of projects" 

linked to oil crop processing thus contLibuting to the creation of a 

dense industrial issue and to the growth of complementarities within 

industry and vther sectors of e~onomy. 

o. The experience of some of the developing countries indicates the economic 

vi3bility of the integrated development of vegetable oi~s and fats and their by- and 

co-products. In the past, agricultural production of oil-seeds in the developing 

countries has been developed mainly as a source of raw materials for the cru~hing 

plants in the developed countries. This tr~=~tional market continues to exist 

and attempts made by some developing countrie3 to move away from this traditional 

market have been found unsuccessful and in few instances the rate of market growth 

within the ~roducinK region has been very slow. 

9. For the successful integration of the vegetable fats and oils industry there 

should be a well defined and sound government policy on production, processing and 

marketing. Since integration of the industry is a complex task and presents 

serious problems, it needs careiul planning and co-ordination of activities by govern­

ment organs and industrial enterprises involved therein. 

10. Existing constraints in the majority of developing countries substantiall~· 

hinder the development of the vegetable oils and fats industry and do not allow 

for the full utilization of the already installe~ production capacity. The integrated 

approach is proposed as a way for gradual overcoming these constraints. The 

identified constraints coul :I be sum.'l!arized as fol lows: 

(a) Insufficient supply 0f raw materials due to various reasons w~ich 

include drought, floods, pest and di3ease; lack of ndequate incentives 

for farmers to grow vegetable oil-seeds; 

(b) Limited market for further iJrocessed oil-seeds and oil products and 

their co- and by-products; 

(c) Lack of co-ordination among the various bodies or departments 

responsible for production, r,roc:essing ~nd ma~keting; 

I 
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(d) Some of the technologies used in the deve~oping countries are alien 

to the practical realities and socio-economic conditions; 

(e) Limited number or lack of co-o~eratives and associations for the 

vegetable oils and fats industry and failure to establish a network 

of collection centres for the raw materials from the farmers and 

dPlivery to the processing plants; 

(f) Poorly developed infrastructure; 

(g) Permanent shortages of spare parts in processing plants; 

(h) Acute shortage of skilled manpower. 

Conclusions and Reco111nendations on Issue No. 1 

11. The Meeting agreed on the following conclusions and recomnendations on 

Issue No. 1: 

Conclusions 

(a) Int~gration, both vertically and horizontally, is possible if the 

market for products is assured for domest~c consumption and exp0:ts and 

possibilities for supply of raw uiaterial exist. Some p2rticipants felt 

that integration at an inte::-national level wou1d be desirable. 

(b) For proper integration, there should be a clear and consistent 

national government policy on production, processing and marketin~ 

of vegetable oil-seeds and oil products. 

(c) Case studies illustrating the integrated approach for development of 

the vegetable oils and fats industry, based on selected individual oil-seea~. 

should be prepared by the UNIDO secretariat for tLe Second Consultation and be 

available to interested governments, similar to the cese study presented to 

the meeting by the expert ;rom Brazil. The experience of the developed 

countries which are far more advanced in the application of the integrated 

approach should be taken into account. 

(d) Particularly for developing countries which are in advanced or partially 

developed stages of industrial development, the vegetable oils and fats 

industry should be integrated as far as possible into the already integrated 

vegetable oils and fats industry and other food-processing and manufacturing 

industries. 

(e) Developing countries, wl1ich arc in the early stages of vegetable oil 

industry development, need to seek collaboration from foreign developed 

or developing countries in the fil'i<l of technology, .nanagemcnt, 

oq~anizational structures, ('le.: to lntpr;rnlC' tlwir industry. 
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Recommendations 

(a) Integrated development has to be based on the results of techno-economic 

feasibility studies to be conducted either on an individual country basis 

or on a sub-regional basis. 

(b) Government policies should be directed towards further strengthening 

the co-ordination of activities of the three major sectors of the vegetable 

fats and oils in<lust1y, namely: pLnduction, processing ana marKetinv. 

(c) The r.overLments of developing countries may vish to consider steps 

that will 1.ead to the positively accelerated development of the 

vegetable oils and fats indust·.~y on an integrated basis. The fir.:>t 

.:md obvious step is for the gov~cnments to determine the types of 

industries to be set up by publi~ and private sectors, which have 

inherent advantages and which can be established with the most 

benefit to individual government's economy. 

Issue No. 2: Vertical integration, link among production, processing and 
marketing 

12. The following observations were made: 

Due to lack of co-ordination among the three major sectors of the 

vege~able oils and fats industry, there was a recurring shortage of raw 

materials for the processing industry resulting in the under-utilization of 

installed capacities and a s~ortage of fats and oils for consumption in the 

edible and induatrial sector. The maL~ reasons for the shortage of raw 

materials are as follows: 

(a) Interest of the government generally favoured the consumers 

rather than the primary producers. 

(b) Majority of the farmers or producers of vegetable oilseeds in the 

developing countries are small holders. They need constant support 

from government or other forms of support for their farm inputs, 

such as high ~rieldfog varieties, fertilizers, extension service, 

finance and ready market for their product. 

(c) Due to lack of infrastructure 3~d high transportation costs to 

processing centres to sell their produce, farmers think twice before 

cultivating oil-bearing seeds. 

13. In countrJes .where co-operative~ or assoctations for vegPtable oils and fats 

industry exi.st, I foks amo11g the three m;1jor sectors of the industry were successfully 

l 
i 
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established. The farmers generally obtain better prices for their produce, through 

setting up group processing plants and better quality products. 

14. In many countries, linkage among the major sectors have been overcome by 

setting up national boards or agencies for the integrated development of the 

vegetable oils and fats industry. The main function of the board is to ensure that 

production, processing and marketing are synchronized and to ensure that there is a 

steady income to the producers or farmers. Farmers' in~omes are stabilized through 

setting-up a stabilization fund. When the world market price for the vegetable 

oii-seeds are higher than the beard guaranteed price, the excess goes into the 

stabilization fund. When the world market is low, the price di~ference (between 

low world market price and guaranteed price) is subsidized from the stabilization 

fund. 

Conclusions and Recommendations on Issue No. 2 

15. The agreed conclusions and recommendations are as follows: 

Conclusions 

(a) The required links between production, processing and marketing can be 

established through setting up co-operatives or agro-industrial complexes, 

when farmers are directly involved in production, procei::sing and 

marketing. 

(b) Similar links can be established through national bo~rds (autonomous 

bodies) set up to co-ordinate the activities of production, processing 

and marketing. In many cases steady income tc farmers could be assured 

through government subsidy and income assurance. 

(c) Contractual agreements between farmers and manufacturers or retailers 

deserve to ~)e promoted as alternative to c0-JpPratives (or market boards) 

and may be preferred in dPveloping countries where the farm structure is 

stronger. 

Recommendations 

(a) The government should encourage the establishment of integrated farmers' 

co-operatives within a sound and co-operative spirit, wherever possihle. 

(b) If socio-Pconomic conditions permit, thP agro-fnduslrial complexes should 

b(' con~:idl·H~d as one of tlw ..!ff icient methods oJ intPgrated industrial 

dl'V(') O)lnll'.lt. 
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Support from government to private sector, particularly to small-holrler. f 
farmers is recommended through, among others, the establishment of nat11~al 

boards with representatives from various ministries for est.J.blishing lin:~s 

between three major sectors: production, processing and marketing. 

(d) When establishing the integrated system for vegetable oils and fats 

development, governments should define the financial h~lp (extent and type) 

which can be considered reasonably justified to support the normal performance 

of the agro-industrial structure, based on oil-bearing seeds. 

Issue Ko. 3: Horizontal_integration and required inputs to integrated developncnt 

16. In discussing the horizontal integration of the vegetable oils and fats industry, 

the meeting stressed the importance of training, quality standards, extension services, 

technology, energy, subordinate materials, etc. in the integration of vegetable oils 

and fats industry. The meeting made the following observations: 

Attention has been focused in recent years on the lack of trained man­

power, particularly at the skilled labour level or mid-technicians' 

level. International technical assistance thus bas played and will 

continue to play an important role in alleviating the basic snortages 

in developing countries. 

(b) Q_ual_i_~_y_ __ standard~ 

Some participants felt that their country is finding it extremely 

difficult to achieve the international standards set for vegetable fats 

<.nd oils, oi1-seed5 and other oil-seed products. 

(c) Extension services 

For the successful implementation of the integrated approach to vegetable 

fats and oils industry's development, the importance of having an 

experienced and competent extension services ceam was stressed. 

(d) [nfrastructure 

For tt:e rapid development of the integrate<l approach to the fats and oils 

industry development, infrastructure in the rieveloping countries should be 

improvc·d. 

Tlil· meet in)'. stressed tile importance• of ;rn adequat<' sc.i I e of product ion and 
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Economizing of energy requires particular attention when the integrated 

development approach is implemented. 

Cd Su~l)rd inate materia Is 

Up-to-date experience has shown that .. he supply of an overwhelming majority 

of subordinate materials from outside sources to processing plants is 

generally economically justified. 

Conclusions and Recommendations on Issue No. 3 

17. The meeting agreed on the following conclusions and recommendations on 

Issue No. 3: 

Conclusions 

(a) Training 

(i) Priority should be given to "in-plant training" in developing 

countries rather than training abroad. 

(ii) It is suggested that the government authorities should be very 

careful in selecting the personnel for training. Besides possessing 

the requisite qualiiications the persons selected should have 

an aptitude for chemical and mecl1 anical type of work and be able to 

withs:and the har<l and tough work in factory operations. 

(b) Quality standards 

Developing countries should have their quality standards according 

to the following guidelines: 

(i) For export/import products they should comply with internatiunally 

accepted quality standards. 

(ii) For domestic.: markets some al.1owance in relation to international 

standards may be tolerated due to local condit1ons - however, with 

the endeavour to reach international standards as soon as pos:.ib1e. 

(c) Extension services 

Extensior. services are to be provided to all aspects of the integrated 

vegetable oils and fats industry by suitable institutions to be dc·signatvd 

or established. 
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(d) Infrastructure 

Prioritv should be given in the national development programmes for 

the improvement of the infrastructure to facilitate development of the 

inte~rated vegetable oils anJ fats industry. 

Techno-.,conomic feasibility studies should be the decisive factor 

for the final decision to determine the scale of production and 

appropriate technology. 

( f) F,_nergv 

Consider~ble energy savings could be obtained by widely utilizing 

factory waste products such as oil-seeds husks, shells, hulls, 

etc. 

(g) Subordinate materials 

( i) Tl1e ess('nt ial criteriun for producing or purchasing subordinate 

materials needeJ fur processing oil-seeds and vegetabl~ oils 

such ~s necessary chemicals, should be based on economic feasibility 

studies. 

(ii) Fabrication of metal cans, plastic bottles and other packaging 

materials can be manufactured by the relevant production units 

attached to the vegetable oils and fats factories, where economic 

c0nditions permit. 

(h) Environment 

Avoidance of environmental pollution should deserve special attention. 

To this end the widely introduced recirculation of water sy3tems and 

water treatment should be t&ken into account. It is technologically 

posbiblc.: to utilize waste materials obtained frolll efflut::nt walt::r in the 

oroc'uction of valuable market good:> :>uch as soap, fatty acids, 

etc. 

Recommendations 

18. It is recommended that a team of expects should review and assess the type and 

nature of training, Lxtens1nn services, infrastructure, etc., in selected developing 

countr1~s to finnlfze theJr requirements prior to the implrment~tlnn nf thr prn~rnmMP 

for tLt• r;ipld clevPlopml'nt of th(• intPgr,1ted V<'gPt;1hlt· nJls ;;nd fnts industries'. 

-1 
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Imp~~~~nternational co-c~eration on integ~ated development of 
!-he vegetable oils and fdts industry 

19. Intecnational co-operation can contribute positively to accelerating integrated 

ievelopnent of the vegetable oils and fatE industry, through reinforcing internal 

activities by experiences and achievements obtained abroad in the field of technology, 

research, training, planing and management. This type of international co-operation 

will play a supporting role in implementinp, the integrated development approach within 

the specific developing country . 

.'.II. International co-operation can also lead directly to 1-" lateral and trilateral 

integration in the area of vegetable oil and fats industry, provided the political 

will of the countries concerned is expressed and economic comparative advantages 

from such integration proven. This type of international (sub-regional) co­

operation would constitute a direct part of the integrated process, based on 

mutually beneficial division of labour, advantages of extended local markets and 

increased raw material resources. 

2?. The meeting took note of several rases showing international co-operation in 

view of implementing integration in the oils and fats industries development 

sector, nan1ely: 

(a) Co-operation between New Zealand and the Philippines in the establish­

ment o~ coconut by-product utilization facilities. 

(b) Co-operation between the USA and Taiwan, Indonesia, South Korea, and 

Brazil in the soya bean production and processing sector. 

(c) Co-operation between Malaysia and India as well as Bangladesh in the 

field of oil palm cultivation and palm fruit processing. 

22. The meeting emphasized the usefulness of joint ventures to be set up between 

private industries of developed and developing countries. In this connection, it 

was pointed out thcit the governments should create a climat~ for joint ventures. 

23. The meeting stressed the important influence of the existing regional and sub­

rL'gional bodies on tl1e promotion and initiation of integrated vegetable oils and fats 

industry development. Such bodies in particular as the Asian and Pacific Coconut 

Community and the African Croundnut Counci1. 

24. The meetin1: general 1y agreed that the 1ack of va1id data and statistical 

information in many developing countries handicap appropriate decision making in 

view of integration action to he taken in tl:e oils and fats industrfrs development 

Sl'Clor. 

I 
' 
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-J. The meeting stressed the need for the further development of international 

trade between developed and developing ~ountries and among deve:oping co·jr.tries in 

v~getable oils and fats and oil-seed products. 

Conclusions 

(a) To strengthen the existing international technical co-operation 

between developing and developed countries and among developing 

countries in the establishmeut of integrated vegetable fats and 

oils industry. UNIDO should continue to act as a catalyst to bring 

about closer dialogue between the interested parties for acquisition 

o! technology, training, marketing, management, etc. 

(b) Priority should be given to collection and compiling of data 

relevant to the establishment of ~ntegrated oils and fats industries 

in dev~loping countries as the basis for decision making. 

(c) Priority should be given to the development of the international 

trade on oil-seed products which is ~~ important part of international 

co-operation ior the implementation of the integrated vegetable oils and 

fats industry approach. 

I 
I 
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III. SUMMARY OF DISCUSSIONS 

26. The discussion paper was presented briefly and was ~ollowed immediately 

by papers principally concerned with the situation of the oils and fats industry 

in many African countries including one which dealt with the choices now facing 

Egypt, the host country. 

27. One expert explained how FAO saw it as their task to promote integration 

in the impo~tant part of the agro-industry within their concern. He referred to 

actions listed in his paper which, it was felt, would advance this task. 

28. A member of the UNIDO secretariat then gave reasons why various stacistics 

had been included in the papers circul3ted by them, since from these it was 

apparent that the overall advances made during the last decade in the oil and 

fats industry of developing countries in fact depended upon substantial improve­

~ent in relatively few countries whilst many others showed little change or had 

even declined. It was particularly important to arrest this decline and 

integration, sometimes sub-divided into categories described as vertical and 

horizontal respectively, seen as the most powerful means to reverse this declining 

trend. 

29. One participant pointed out that Egyot's production of edible oils extracted 

from local seeds is insufficient, necessitating imports of ;,emi-refined edible 

oils. 

30. With regard to overcoming insufficient raw material supply, three policies 

were indicated: 

(a) Continuation of importation of semi-refined oils to be fully 

refined locally; 

(b) Importation of oil-seeds to be crushed for extraction of oil; 

(c) Growing of oil-seed producing crops on a wider scale as an alternative 

to the importation of oil-seed or vegetable oil from abroad. 

31. The henefits of importing oil-se£ds by Egypt, co~pared to importing semi­

refined oils, r~s·1lt from saving cost, profits and added value and saving 

transportati0~ costs. 

32. From the discus8ion3 which followed, it was apparent thaL different oil­

seed crops offered varied opportunities for both technical and cormnercial 

integration, and as a consequence, the situation in each country had to he 

treated in accordance with the special featur~s which e:xisted there. 

l 
I 
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At the same tllle, one expert stres3ed the advantages of publishing a 

general review (case studies) illustrating the degree of integration open to 

each important oil-seed cr0p in crder that governments and industry in 

developing countries see more clearly the opportunities which are available 

to them. The review should not only consider qualitatjve differences in the 

potential for integration existing in different types of oil-seed but also 

any restrictions arising from small-scale operations. 

3~. It was recognized that cor.siderable unused processing capacity already 

existed in many developing countries. On~ representative felt that, within a 

limit extending in the extreme to only 50% utilization at times, this did not 

entail too severe a financial burden in servicing the debt of original capital 

expenditure. 

35. The ~il and fats industry must not be integr~ted merely within itself, as 

it would caus~ isolation, but as part of the larger food industry an~ even in 

the chemical industry as far as detergents and oleo-chemicals in general were 

concerned. 

36. One expert reminded the meeting that marketing was of vital importance. 

This aspect, which had all too often been neglected i~ the past development of 

national oil and fats industries, was now recognized as an essential primary 

study when considering the establishment or extension of any industry. A. feature 

of the marketing situation ~hich had to be recognized was the purchasing power 

of the potential customers. 

37. Another expert stressed that an effective integration plan 111USt also tak, 

into consideration the various elements for achieving the desired socio-econc 

development objectives making the most efficient use of resources available in a 

particular country. With full integration all links in the chain are stronger 

and secure. Integration may begin with the farmer and extend the various levels 

of government and financial centres of the world. This leads to more personal 

security and wealth, more mechanization, higher incomes ~ith improved nutrition 

and ~n increased need for consumer goods, i.e. socio-economic situation. 

l 
1 
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38. The extent to which integration had played an important part in the develcp­

ment of the soya bean agro-industry of Brazil was described. Hore and more 

processing units were dependent upon the economy of scale. Plants handling less 

than 1000 tons of bean per day were decreasing in number. 

39. The Brazilian experience had succeeded and could overcome the problem of 

by-product of soya bean processing sine~ the use of soap stock by-product is 

not economic compared to the low quantity of soap stock with the big mass of 

tallow available. 

4n. Concerning lecithin processing some developments have been undertaken to 

produce spec~fic lecithin for certain purposes. The Brazilian mistakes were 

raised as well; these were expressed in the high crushing capacity ·.:ompared to 

the low production of raw material. 

41. Government policies in Brazil tried to set up a link between agricultural 

exportation and processing. A good example of horizontal integrated development 

is the diversified application of proteins extracted meals in other food products. 

''l -1_. The role played by co-operatives in brazil in increasing production ~f soya 

beans was presented. The role of the Brazilian Government was also r.ighlighted 

as regards the subsidy granted to agriculture and export. 

43. One expert confirmed that very large soya bean processing plant::; had t1L·C,Ji:'1L 

a normal feature in his country. The l!SA was fortunate in 1.~ving a highly 

developed and sophisticated infrastructure (especially communications) whicb made 

this possible. rhe industry in the USA was fully prepared to ship beans to 

countries which sought to maintain their processing as far as possible within 

their own resources. In summing up his view Qn integration, the expert pointed 

out that each country must define integrated development of the oil-seed industrv 

on the basis of its specific need. This need will deterilli~~ the oil-seed componenl 

required, and in turn if it can be processed or utilize.! in the country. This 

situation suggests the sharing of responsibility ~mong the countries concerned. 

44. Another expert also pointed out that it was highly unrealistic for 

developing countries to aspire to this economy of scale since their infrastructure 

was not so highly developed. 

I 
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~'. One of the questions raised was government financial assistance to an 

oil and fats industry in the early stages of its development which appeared to 

be a common practice. 

:,f.. The problem of integration in the opinion of another expert is the co­

ordination be~ween the different parties concerned, ~ho are resp0nsible for 

production, processing and marketing. He presented a brief outline of the 

Government of Canada's support of agricultural production as follows: 

(a) Assuring continuity of production; 

(b) Assuring reasonable prices to farmers; 

(c) Sharing the risk of production; 

(d) Maintaining a consistent supply of quality produce; 

(e) Assisting in production efficiency; 

(f) Increasing productivity. 

47. The Canadian Government, in conjunction with the farmers, operates a number 

of farming insurances which gave the farmer a considerable sense of security 2nd 

protection against sudden falls in market prices or poor yields due to pests, 

variation in climate, etc. 

48. Another form of assistance to farmers in Canada is the provision of information 

or training frequently carried out under extension schemes. This scheme 1•perates 

in many countries and had achieved numerous successes. In seve:::-al countries of which 

Venezuela, the Philippines and Malaysia provided examples, farmers were shareholders 

in the factories they supplied. 

49. Two experts indicated that a policy of joint integration of agricultural 

supplies was about to operate in Egypt and Sudan. This policy is to suffice the 

major needs of the two countries especially in food security, combining their 

capacities for the production of raw materials and technira1 experience . 

.:.:1. One of the experts pointed out that it is irnpossib le to separate vertical and 

horizontal integration, since both types are interrelated. The main points of 

integration are: common interest, common risk, common participation in income 

through production, common research and financing of such reasearch. 

I 
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51. It was explained that in Yugoslavia a great many farmers were members of 

agro-industry complexes the Essential feature for the snccess of which lay in th~ 

~ecognition by the members th~t their mutual prosperity rested upon their will 

to co-operate. Farmers who were not full members of the complex could still 

derive advantages from it by purchasing their equipment and supplies through it. 

Internal charges for services to members were fixed within the complex. The 

Government regulated prices of products sold, provided a minimum quality standard 

was met, with a bonus for superior quality and a penalty for lower quality 

according to a fixed scale. 

52. Another expert stated that the Egyptian farmer co-operated best with nationalized 

agencies when he became convinced they were genuinely working for his personal 

benefit. 

53. Training of a country's own technicians instead of relying upon the ones 

corning from abroad was generally accepted as very desirable, and discussions then 

centered on the ways training could best be given. 

54. Management tr6inees attended courses abroad i~ many cases; large plants in 

developed countries were prepared to give training as regards their speciality 

to both engineering technicians and pla~t operators who ought to have the necessary 

standard of basic education to enable them to benefit from the instruction. 

)5. On the economic side, ITC ran highly developed courses, based in Geneva, 

on marketing, trade documentation, market research and related topics with 

practical studies in other European countries. Unfortunately, countries outside 

of Europe connnonly sent students who were not the best suited for such training. 

56. Another expert emphasized the great importance of senior management in developing 

countries interesting themselves actively in the selection of trainees at all levels 

to ensure they represented adequate material. It was also pointed out to the meeting 

that in Asia there exists a good level of trained technicians in the private sect0r 

as people trained abroad would often leave the public sector for the private one 

because the pay was higher. 

57. One expert added that the availability of a trained technical force is one of 

the greatest problems in developing countries. One of the most important tasks of 

lJN[DO should be to organize technical assistance in various developing countries. 

This should not h~ in the form of a research centre or an oil chemical laboratory but 

in form of workshops where the young engineers learn how to handle, dismantle and 

I 
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repair a pump, how to assure good vo.cuum, what to do with a centrifug~. how 

to assemble a product or steam or water line. Such a technical school is the 

basis of i~dustrialization, and if UNIDO could help to establish these in co­

oper 1tion with developing countries it would be achieving a very important 

aim. 

58. During the discussion on analytical standards of quality and standards 

for performance the point was made that in the latter it remained just as 

i~portant t0 specify the conditions of test if results were to be meaningful 

and comparatle. National standards should be set and met as a preliminary 

to meeting international standarus which wight well be rather higher. 

59. Concerning a so-called "Ideal" size for process plants it was accepted 

this must to a considerable extent be determined by the environment and 

local conditions. 

60. As infrastructure improved, so could more plants, or larger plants become 

feasible; an improvement in infrastructure e.g. in connnunications, could easily 

be more helpful to an industry than 3dditional process equipment. 

61. In any case the task very often is to improve and integrate plants in an 

existing industry and not to erect a new industry. Also integration of operation 

between old and modern units could be achieved withuut great trouble although 

obviously the supply of spares for machines or containers tc packing machines must 

be compatible. 

62. Four experts gave instances of fuel saving by using factory waste such 

as sunflower seed husks to heat boilers. Capital expenditure is high but so are 

the savings, so that a payback time in two years is likely. Another ex?ert suggested 

that energy economizing should in future be included as an essential part of any 

horizontal integration. 

63. As a feature of so-called horizontal integration iL was frequently found 

advantageous for a factory to fabricate its cans from flat steel Flate stored on the 

premises. 

64. As regards cleansing of effluent water from untis such as an edible oil refinery 

the final purification stage employed by a number of factories included some species 

of plant life which thrived in the effluent stre3m from which they observed 

impurities via their own metabolism. 
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65. In general it was proposed that one of three conditions was required from 

horiz0ntal integration - it should be profitable or help increase living standards 

or save foreign exchange or some combination of these. 

66. International co-operation in the fi~st instance may mean helping e country 

to und~rstand the benefits which integration can bring, then how integration can 

be put into effect in its owa industry. 

67. The ca-operatior. between EgypL and the Sudan was quoted as an example within 

the agro-indust~y business. 

68. One expert gave further exemples of various kinds and another 

expert pointed out that the considerable trade in oils and fats and meal amounted 

to internati~nal co-operation. 

69. Many developing countries did not have the present infrastructure or any 

prospect of sufficient nacural resources to supply all their own requirements in 

oils and fats. They must therefore face the indefinite prospect of obtaining at 

least an important part of these requirements by trading in commodities falling 

within the competence of their own industry. 

70. It was pointed 0•1t that the complex problem of chosing which resources to 

exploit so as to obtain the maximum overall advantage was now being solved in some 

instances by the use of systems analysis and computer. 

71. There seemed in ma~y cases a better prospect of obtaining at least bilateral 

co-operation in the private sector whe~e two companies perceived a mutual benefit 

(profit) from so doing. 

72. UNIDO and indeed all other international agencies were only authorized and 

able to help bring about international co-operation. The will to co-operate must 

exist in the first place in the countries concerned. 

I 
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Annex 2 

AGENDA OF MEETING 

1. Justification for selection of the integrated approach in 
developing the vegetable oils and fats industry 

2. "Vertical" integrated development - promotional measures 

3. "Horizontal" Integrated development - promotional measures 

4. Possible forms of integrated development 

S. Impact of international co-operation on integrated development 
of the vegetable oils and fats industry 

6. Pr0posals for action requ~red for implementing integrated 
development 

~tian vegetable oils factories visited by participants of the 
meeting 

1. Kafre el Zayat Plant 

(Cottonseed processing plant, production of oilmeal, soap, 
detergents) 

2. Salt and Soda Company in Alexandria 

(Leading L~mpany in the Middle East for the extraction, refining 
and bottling of edible oils, production of ghee, animal feed, 
laundry and toilet soap, etc.) 
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9. Discussion paper presented by Anant Gunjal (India) 
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United Nations Industrial DevelopmP.nt Organization 

Expert Group Meeting on measures and fcrms 
in promoting integrated development of the 
vegetable oils and fats industry within the 
food-processing industry 

Alexandria, Egypt, 24-27 October 1983 

REPORT 

Corrigendum 

Page 14, para.graph 28, penultimate line 

~ respectively, insert was 

Page 16, paragrauh 32 

Distr. 
LIMI':'~ 

I:;)/tlG.404/5Lcorr.1 
12 December 1983 

CRIGINAL: ~"!"GLigf 

The penultimate line should read not economic when comparing the low quantity 
of soap stock arising with the big mass of 

Page 19, paragraph 64, penultimate line 3 

For observed ~ absorbed 
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