MARKVTTNG OF 7ii OIL

Ao Export Statistices
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Large seale expoits of coconut oil Trom Ponang date
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to 1934 ond just before the outbreak of the War the
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Do the whole of Mnloy In the exports of coconut oil
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Tirst in 1954, The exports from Fenang as well ns Mnlaya

hove shown a steady incroassz in recenid years,
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Ponang a7 1.3 L2 50

Rest of Malaya 29 10 27 L2

b

Total Malaya 66 62 79 9

A1l Tigures are in thousonds of lons tons. [
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Source: Mdaloyan Stotistlcs.
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larger jyuantities of oil are bLeing s0ld to the Mainland and
the Penang millers are gradually driving their smaller Mainland
rivals out of production for they are unable to compete in
either the quality of the 0il produced or in its price.

Coconut o0il exported from the Mainland is subject to
a 55 export duty whereas there is no duty on the oil leaving
Fenang as the Meinland copra imicrted into the Island has already
been subject to a 57 export duty. This may appear to place the /
Penzng millers at no disadvantuge when comparsd to their Msin-
land rivals when exporting to overseas' markets but one must w

bear in mind

N

565 of that weight of coconut oil. So it would be fair to

that a siven weizht of copra only produces about

sugzest that eitner the rate of export cuty for Mainland coprat
should be only 56j» of 5% the rate of duty payable in respect of -
exports of coconut oil (this would mean an export duty of 3% on
copra) or the export duty on Mainland oil should be raised from f
55: to 8oe

The refund of 57 export duty on re-imports of oil
into the Mainland based on an expression ratio of ©5: 100,
(the Penang expression ratio is only about 56%) favours the
Penang millers to produce for the Mainland market while the
57 export duty on oil gives the Mainland millers an advantage
in the world market - a paradox, for in practice, the oil
milled in the Mainland is consumed domestically while Penang
exports most of her oil.

Benham, in his book, "The Naticnal Income of Malaya",

estimates that 12,000 tons of oil was used locally in 1947 to



I

£

SO

e

5o e s

i

i

LS

[

L

F
L

-

AR

iall ¥

c

S

e

¢
i
¥
-

PEN

[ ¥

T

)

%

L3
-
K -5

i

&3
o

1

Lol



o

CT m—
’ »

Imporis
thonson

Yeor

A5
Sk

P

o™y
W

=i

1l

b

1
A

« A
S0

.

»

g

[0d @21

i

&




- 39 -

AMi OKTS OF GRUUNDNUT OIL AU LARD

YEAR GROUNDNUT OIL ____LARD

wt. tons value wt. tons value
1952 1690 - v2734,761 1554 $2416,527 ~
1953 1982  §2927,164 . 1641 . $2657,351
1954 2017 $2955,300 1383 . $1881,654
1955 2202 - §2573,078 1386 ° §Ll4L8,545 .
Source + Malayan Statistics

Ihe great difference in prices between coconut oil
and the above two oils will certainly make it worth while to

blend coconut oil to give the necessary flavour.

Comparative Costs of Groundnut 0il, Lard and Coconut Uil. |« 5

1952 1953 195k 1955

Groundnut oil 1617 ikééi 1465 1170 -~
Lard 1555 . 1619 - 1361 © 1045 -
Coconut oil 815, 950 . 940 740

All figures in dollars per ton.

Local Distribution of the Oil: The mills market the oil in

s
two jualitices, first anc second. First guality oil has a free

fatty acid content of less than 2% while the inferior oil
contains eentaimes Letween 24 and 337: low grade oil has poorer

keeping gualities because of its higher percentage of fats,

X 114 ) I
with copra of a very high quality it is possible to gel an even
finer anlity containing less than l%rof free fatty acid but at
present such extraction 1s not possible for lack of good copra,



Although each of the milis has its own trade mark, consumers
generally do not differentiate between the oils of the various
mills, for the product differentiation is purely artificial
and one of trade names only; consumers buy according to the
quality they desire - the first quality being invariably used
for cooking,

bach of the mills has & sales department which sends
out its representatives or salesmen in trucks carrying four
gallon tins of oil. These salesmen cover practically all the
retail groceries in both the urban and rural areas. It is
quite usual for a small grocery in the rural areas which takes
a few tins to be called upon weekly by various travelling sales-
men, From the point of view of the industry as a whole, the
large number of salesmen appears highly wasteful and in view of
the small turnover, this must amount to 10% of the total
manufacturing charges. But from the standpoint of individual
firms, these salesmen are necessary to maintain sales
especially with the smaller retail shops where the pe sonal
element of salesmanship is important,

The oil is distributed locally in charged tins of
four gallons, the charge being refunded on the return of the
tins. It is normally sold ;t a "delivered in" price but some
grocers who have their own transport vehicles often prefer to
buy the oil direct from the mills at a price equal to the

"delivered in" price less an allowance for the actual cost of



transport. However, the millers do not encourage this: they
keep a number of delivery vans, and, the general practice is to
possess only that number as can be kept continuously employed.
with the exception of 1953, the average price of
coconut oil in the Penang market followed reasonably closely

the F,0.B. export price for crude coconut oil,

Comparison of Locul and Fo.U.B. Export Price of Coconut 0il,

1952 1953 1954 1955

Average Penang Market Price 805 1000 930 750

iverage F.U.bD. bkxport Price 815 950 940 740

All figures in dollars per ton,
Source: renaug Chamber of Coumerce and Malayan
Statisticse.
1953 was the year with the lowest productlion for the period
under review and it is reasonable tc expect the local price to
harden a little.

Ce Foreign Trade in Coconut Oil:

Restriction of Exports 1946-1948.

After the‘Re—occupation of Malaya, the British
Military Administration issued a Proclamation forbidding the
exports of coconut oil to foreign countries and all exports were
to be shipped to the Ministry of Food in the United Kingdom.
The price of coconut oil was fixed at £57 per ton i.e. %28.50

per picul while that of copra was £31 5s. per ton, i.e. $15.75



per picul. 4s only s small smount of copra was forthcoming
into the market st that PFice, there was little oil produced
and the exports for the seccnd hali of 1946 was only 870 tons,
Barly in 1947 the officicl price of oil was raised to £70 per
ton but the world market price was about twice as great,

ine Penang 0il Millers were badly affected by this
restriction. Their best pre-war customer, India, was buying
from the Philippines in ~cld dollars at a hizher price than
what the Penang millers received. The Philinpines were
permitted by the International tmergency Food Council to sell
to any country which had received an allocation but Penang
cauld not.s The effect of this strict control of exports was
that Penang was losing its old trade, the Sterling Group was
losing dollar exchange and the werld thousands of tons of

; . < by B ] *
edible fats of which she was in zreat need.

It can be shown that the loss to Malaya was greater than the
gain by the Ministry of Food. By buyinz 9,100 tons (2nd half
1946) at £57 and not at the world would be market price of
£120, Ministry of Food zained = £573,300. Malaya in 2nd half
of 1946 could have exported 25,000 tons at £120 but actual
exports were 9,100 tons at £57 (here it is assumed that the
world price of £14U per ton would be lowered to X120 as a
result of all the oil going into the world market; allowaunce
{8 also made for a smaller quantity of oil being produced in
the immediate post war years). Therefore lcocs to Malaya =
(25,000 x 120) - (9,100 x 57) = £2,481,300.



One problem of the oil millers was to find sufficient
serviceable 44 gallon drums and 4 gallon tins to export the oil,
S0 acute was the position that the Ministry of Food indicated
its willingness to pay a premium of approximately £5 per ton
for oil packed in new drums. No advantage was taken of this as
drums were in short supply and the premium was inadequate te
serve its purpose, Under these circumstances a new and far
reaching development $ook pliace - bulkx shipment of cocenut oil.

The Fenang oil millers haa Jjointly put up bulk
installation facilities in the Harbour Board Area but did not
succeed in putting these into use before the War. The main
reagon was that the greater part of the export trade Qas with
those ports where no facilities for bulk shipment existed.
Eoreover,coco;ut oil solidifies at 70 degrees Fahrenheit and
therefore tanks of vessels, storage houses and transporting
vehicles in temperate countries must be fitted with running
heating tubes,

Since the first shipment in May 1947, the quantity
exported in bulk had greatly increased but is still confined teo
the United ningdom and Continental ports where facilities for
bulk handling exist. Bulik shipment offers great eccnoumies as
containers are costly and it also cuts down handling charges
and stops the malpractice of pilfering which takes place in
lighters while the oil is transported itn ships.

Partial De-restriction of kxports: After representations had




been made by the oil millers, Chambers of Commerce and the
Press, there was a partial de-restriction of exports., Govern-
ment eventually permitted as from November 20th 1947, the
exports of coconut oil to foreign countries provided that oil
of an equivalent amount to that exported to foreign countries
was sold to the Ministry of Food in the United <ingdoms. This
step was tarxen to enable the o0il millers to sell in the wnrld
markets where the prices were much higher than the prices‘
fixed by the NMinistry of Food, and thus enable the millers to
carry on production on a fairly remunerative basis, This only
refers tc oll milled from Malay:n copra; o¢il made from
imported copra could be sold without restrietion to any
destination, the basis of calculaticn being that 60 tons of
coconut o0il is taken as equivalent to 100 tons of copra. However,
Penang millers could not take advantage of this concession when
compared to their opposite numbers in Singapore, because the
oppertunity for importing copra was not as great as that of
Singapore as imports from Sumatra were severely controlled by
the International Emergency Food Council,

The announcement of partial de-restriction was
followed by a sharp rise in the price of copra and oil. Any

increase in the price of copra had to appear as a more than
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