|I‘J

Improvement of Postharvest Grain Systems

Grain Storage, Processing and Marketing
Repert MNo. 93
Novemiber - Deceniber 1983

THE EDIBLE OIL AND FAT
SECTOR IN HAITI

FOOD & 'EED GRAIN INSTITUTE
MANHATTAN, KANSAS 66506




FORT SUMMARY

3
1t

Title of Report/Publication: The Edible 0il and Fat Sector in Haiti

futhors: Roe Rorsdorf and Vathy Foster

Pariod

8]

S Feport/Purlication: NovembereDecember 1983

Project Title: Imrrovement of Postharvest Grain Systems

Contract Numher: AID/D3AN-CA-0256

Contractor:  Food and Feed Grain Institutz, Kansas State University, Manhattan,
Fansas

SUMMARY STATEMENT

This report was prepared for USAID/Haiti as part of the PL U480 Title III Proj-
ect Paper. An overview of tac current situation describes the production, con-
sumption, importation, processing, marketing, and prices of oilseeds and edible
oils and fats occurring in Halti at present. Since %tne data available in this
sector are lacking in both quantity and quality, the necds for additional data
are presentad and discussed. An assessment of the [uture situation concerning
production, consumption, and imports of oilseeds and 2di%vle oils is presented,
along with an evaluation of future proczessing and marketing needs. Based on
these future potentials, a number of policy options are proposed for use in
#1lding the decisions to be made concerning production, imports, and prices of
oilseeds and edible oils and fats in Haiti.
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FEEFACE

This report on ocilseeds and edible oils and fats has been prepared for
USAID/Haiti as part of the PL 480 Title III Project Paper. The scope of work
as attached in Appendix A has formed the basis of the study.

The report includes other aspects important to the overall situation, so
as to allow the study team to present a perspective of the policy implications

involved in the oilseed and edible oil sector.
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EXuCUTINVE SUMMARY

The executive summary sets forth three important areas for ccnsiderati-n
in the ollseed and edible oil and fat sector. These areas are data needcs,
future potentials, and policy actions. The study team believes these to b2

cogent points for necessary decisions and actions in the sector under study.

Data Needs

Extensive deficiencies exist in the data available on the oiliseed and ed-
ible oil and fat sector. The important point is to realize the weaknesses in
the system and to address thcse needs through a long-term development process.

The evident needs for ilmprovement in the data system concerning oilseeds
and edible oils and fats can be ranked as follows:

1. Reconciliation of import data.

2. Household budget studies, which entail not only consumption

data, but also prices for all food and non-food items con-
sumed in the houschold.

3. Prod-ict ion surveys to update past work and better refine

data on area cultivated and yields of oilseed crops.

by, Price surveys, which ascertain data on prices for oils,

processsd vegetable and fat products, and oilseeds. These
price surveys should include processor, whclesale, and re-
tail prices.

5. Market studies to define marketing channels, volume flows,

and handling procedures.

These data roquirements are necessary for the full understanding of the
oilseed and edidble oil sector. Without a sound set of data to assess past
performance of the market system and evaluate the current situation, neither
develcpment projects nor changes in policy direction can be expected to achieve

any measure of success,
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Future F.otenti-ts

fad

Funure potentials for the oilseed and edibtl: il and f.t sector in Haii
revolve around (1) the potential for domestic oiliseed production, (2) future
rarl-2t cizes an’ consump.ion needs, (3) the possirilitiess for nutritional i--
provement, and (4) price expectat ions.,

The potential for anv significant increase in future ollseed production
is very limited. The major constraints are available land, yields, production
costs, and cultural practices. The only major oilseed that has any potential
is peanuts. Peanut production can play an important role in the area of food
production, but because of constraints it can not be considered for oil extrac-
tion. The feasibility o increacing oils.ad pon - - C -
seeds to SODEXOL is considered to be non-exis:ant, both fechn::ully and eco-
nomically, because of the constraints involved. If peanuts remain at their
calculated percentare of total direct oilseed consumption, peanut production
must increase to a level of 70,300 MT per year by 1990-91,

The hility of the Haitian consumer to increase per capita consumption of
0ils and frats has resulted from an increasing per capita income whose annual
growth rate was superior to the annual growth rate in the price of oils and
fats. The average annual growth rate f{or per capita consumption over the past
decade was 9.5 percent. Futurz consumption is expected to increase at the
same percentage rate until 1985-86 and then increase at a lesser percentage
rate.

The market size for lard and lard substitutes (beurre de cuisirne, marga-
rine, and shortening) can not be caleculated because of data insufficiencies.
The market size ror ligquid edible oils is calculated to be 29,500 MT for 1983-
84, This market size is projected to increase to 35,000 MT and 45,000 MT for

1985-86 and 1990-91, respectively.
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To meat the nesds of the market, some comdinatinn of soybeans, crude s v-
bean oil, and semi-refined vigetable cil will have to be imported, since dome:-
tiec production of oilseeds to meet the edible oil market demand is not feasitle.
The current capacity of the private sector refiners is mere than adequate to
handle increased market requirements. However, even if SODEXOL operates at ca-
pacity, additional crude or semi-refined vegetable oil will have to be imported.

While growing market sizes meet the need for increased per capita consump-
tion of oil which will bring per capita caloric intake to near recommended
levels, there is still the need to increase per capita intake of protein., This
can be accomplished in part by an inerease in the per capita consumption of
oilseeds. The consumption of peanuts in the form of oilseeds rather than in
the form of processed o0il provides for a greater protein intake while still
providing the calories and fatty acids essential to the diet. Protein intake
car also be increased through the use of soy flour and soy flour derivatives.
Since SODEXOL has the capacity to produce soy flour for incorporation into
wheat flour, this activity should be encouraged. Additional research should
be conducted on increasing the use of high-protein soy flour derivatives in
tradit innal food preparations.

The past werkings of the free market system have generated intense price
competition in liquid vegetable o0il, which is an undifferentiated product sold
in bulk., Competition also exists in processed vegetable o0il and animal fat
products which compete among brands and quality as well as against liquid oils.
The results of this competition have led to a significant relationship between
retail prices and world prices of edible oils.

This free market system has served the consumer well in terms of price and
quality. However, the system has been distorted by the introduction of SODEXOL.

Because of SODEXOL's high costs and monopolistic powers, refiners' margins have

xiii



be o reduced £ v oo Titabls levels, and const ser prizes are ro longer riloc ood
to world prices., Consumar nrices will net be alfected by whethner SONTYOL G-
ports soybeans or edible o0il, or whether private refiners are allowed to im;.rt
small quantities of oil (FL 430 or import licenses). Therefore, rctail pri os
will remain at artificially high levels due to the market distertion, and tae
study team expects this price to soon reach a higher plateau.

Policy Actions

The study team has set forth a series of policy options which are intendead
to be used as guidance tools. It should be reccgnized that further analyses
will be required in order to deternine the trade-offs involved in the imple-
mentation of a set of policy actions. The areas covered by these policy op-
tions are oilseed production, edible oil production, edible o0il imports, and
edible oil prices.

In the area of oilseed production, three options exist. These are (1)
maintain the status quo, (2) develop domestic oilseed production for processing
into editle oils, and (3) develop oilseed production for direct consumption as
a food product. Only the last alternative is considered to be technically and
economnically viable.

There are bhasically no policy options for the production of edible oils.
Since the source of oilseeds and oil will not change, and since sufficient re-
fining capacity already exists, the current system will continue to o)erate.

The two policy options for the importation of edible oils into Haiti both
concern imports under the PL "800 program. These two policies are (1) supply
PL 480 imports of degummed crude vepgetable oil to SODEXOL, and (2) supply PL
B8O imports of semi-refined vegetable oil directly to private refiners. There
is no wsconomic or marketing solutinn for choosing between these two options.

The policy approach will have Lo be a political decision,


http:Coc:;r.er

Trere are five options zvzilahie concerning price policy. These are ()
maintain the current cituation, (2) remove the rofiner price ceiling whi e
still requiring refiners to purchasz all oil from SODEXOL, and let the market
find its equilibrium price, (3) retain the refiner price ceiling and allow 1 :-
finers to purchasec seni-refined oil either from SODEXOL or directly throu.s
imports, (4) admit that SODEXOL was an ill-conceived project, close the facil-
ity, and return to past market patterns, and (5) reduce import duties on ed:i-
ble oils. The only economically viable options appear to be the last two og-
tions, however these will require that difficult rolitical decisions be made.

In the edible oll processing sector there are ro easy policy solutions to
the current situation. Given the GOH's involvement, it may not be feasible to
find a policy solution which will rectify the market distortion that is causing
prices to be higher than expected. The study team well recognizes USAID's con-
cerns as to how to direet future imports of PL U4B0 vegetable oils., The true
economic and market scolutions to the current edible oil s/ sation in Haiti will
require difficult political decisions on the part of the GOH. These may not be

easily forthcoming.
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SECTION I

Current Situation

As part of the average diet of most populations, there is some level of
consumption of vegetable oils and arimal fats. Not only do these products
provide necessary calories, they also form the basis for meeting the body's
requirements of essential latty acids.

Vegetable oils are divided into two major categories: (1) edible oils
and (2) inedible oils, both of which are extracted from annual and perennial
crops. Inedible oils, such as castor and linseed, are destined for industrial
use and are processed into such products as lubricants, medicines, cosmetics,
and paints. These oils can not be used for human consumption due to their
chemical composition,

Animal fats are classified into three major categories: (1) lard, (2)
edible tallows, and (3) inedible tallows.! While lard and edible tallows are
used for human consumption, inedible tallows are used for industrial purposes
such as soap manufacturing and animal feed processing.

Since this study deals with the need for oils and fats in the diet of the
Haitian population, inedible oils and fats will not be considered.

Production of QOilseeds

Haiti produces four major oilseed crops: peanuts, sesame, cottonseed, and
coconut . However, tbhese oilseed crops are minor in importance in terms of
total fcod production, and only peanuts and cottonseed rank in the ten major

crops produced.2

'Fdible and inedible tallows are classified as a set of quality grades.
This does not imply, as with vegetable oils, that inedible tallows can not be
consumed because of chemical composition.

2Cor‘n, millet, rice, beans, peanuts, bananas, potatoes, coffee, sugar cane,
and cotton,



Of the teotal land =area utilized for crop production, oilseeds account f:-r
no more than 6 percent. Of the land arca utilized for production of the ten
major crops, peanuts and cottonseed account for less than 5.5 per‘cent.1

Using the highest production data,2 annual production growth rates fur
peanuts, cottonseed, and sesame are 33.1, 6.6, and 7.7 percent, respectively.
These production trends are i1llustrated in Figure 1. In reality, however,
these growth rates and trends overstate the situation. Because of the small
land area allocated to production of oilseeds and the resulting low level of
producticn, no significant increase in production is generated over the tirme
period analyzed.3

Another aspect of oilseed production which must be considered is the level
of yields. Average yields for peanuts are only 25 percent of average yields
in the U.S. While SODEXOL (Société d'Exploitation d'Oléagineux) has indicated
that it has achieved yields in the range of 2,500 to 3,000 kg of peanuts per
ha in selected plots, its overall average appears to be near the average of
720 kg/ha stated in current oilseed production data for Haiti.% vYields for
cottonseced are slightly less than once-third of average U.S. yields (which are
not the highest in the world). Sesame yields are equivalent to yields in c:zr-
tain parts of Asia where no modern system for cultivation has been introduced.
These yields could be improved fourfold by adopting the use of inputs and sound

production practices,

'Tables 2, 2, and 4, Appendix B.
2Tables 2 and 3, Appendix B,

30ne must remember that with peanuts and cottonseed, total production is
not congumz2ble., With peranuts, after removing the shells only 65 perecent of the
tonnage is leflt for consumption. With cotton, the sced comprises approximately
70 percent of the tonnage, with the lint accounting for the remainder. Of this
70 percent, only approximately 20 percent (o0il) is available for human consump-
tion.

Brable 3, Appendix B,
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Arother important factoar in yield levels is the cultural practice u. 'r
which oilseecds are grouwn. Two tyres of cultural practices exist: (1) min=d

culture, in which different crops are grown intermingled on a given land

s3]
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and (2) monoculture, in which orly one crop is prown on a given land are
Mixed culture accounts for G2 percent of peanuts, £2 percent of sesame, and €1
percent of cotten grown. The yi-lds shown in Table L4, Appendix B, reveal that
monoculture practices improve yields for peanuts, sesame, and cotton by 50
percent, 26 percent, and 42 percent, respectively.1

In summary, oilseed producticn in Haiti has Leen quite low due to restric-
ticns in lana arca and yield. lensause of the small gquantities produced, oil-
seed crops such as peanuts, sesame, and coconut have been consumed directly
rather than being processed into oil. Some cottonseed cil has been produced,
but this has not been [or the express purpose of oil production. Rather, ~ot-
tonseed oil is a by-product of the processing of ccttonseed into animal feed.
This 0il can be refined and utilized for human consumption. However, the un-
sophisticated nature of past extraction processes has undoubtedly led to a

large amouut of the cottonseed oll being consumed in the animal feed.

Production of Animal Fats

At present “here is no industry based on the domestic production of animal
fats in Haiti. This is primarily due to three factors which characterize the
Haitian apgricultural situation.

First, there is a very small number of animals being produced. The high
intensity of land use for {ood and cash crops prevents intensive livestock

production. 1The trend in the number of animals that produce tallow (sheep,

goats, cattle) has remained relatively stable over the last 20 years. The

"Monoeulture usually implies tre wuse of inputs and improved management
practices.,



same had been true for pizs until the recent decimation of the swine populi-
ticn due to African Swine Fever.

Second, livestock form only one element of the multi-cropping system uti-
lized by the Haitian farmer, As a result, animals are complementary rather
than competitive to the human population in terms of the usage of such products
as cereal grains and cilseads,

Third, because of this relation to cultural practices, the animals that
are being raised are lean and slow-growing. Therefore they have a low ratio
of fat to muscle under these conditions, as compared to systems of intensive
livestock production which result in a higher proportion of fat to muscle.

In sunmary, domestically-produced animal fats are consumed as part of the
meat intake rather than as a separate product. They can not be considered as
a major contribution to the necessary oils «nd fats in the Haitian diet.

Consumption Patterns

The annual consumptiion of oils and fats for 1980-81 in Haitil is given
in the following table. The study team's cilculaticons for per capita consump-

tion c¢losely match published figures.

PER CAPITA CONSUMPTION

Published total consumptiocn Published Calculated
Oilseeds 33,700 MT 6.6 kg 6.8 kg
0ils and fats 31,900 MT 6.6 kg 6.4 kg

13.2 kg 13.2 kg

The effective consumption of all foods is estimated to provide a daily

per capita caloric intake of 1,901 calor‘ies,2 vhich includes 37 calories from

TUPAN, based on an average of dfetary survevs 1968-80.

2UPAN states that daily intale is 1,901 calories, USAID gives the tigure
as 2,040 calories., Thus, depending on the source used, average calorie intake
is between 86 and 93 percent of the daily requirement of 2,200 recommended by

FAQ/WHO.



oilseeds, 155 cal.ries fro7 oils and fats, and the balance from other £ s,
This would indicnate that only 1.9 perceant of calorie intake is provided oy
oilseeds and 8.2 percent by oils and fats, This amounts to a total of orly
10.1 percent of caloric intake from all oils and fatg, !

Of the total per capita consumption of 6.6 kg of oilseeds, it is ca :>:-
lated that ;=anuts comprise 4.5 kg, sesare a2kes up 0.9 kg, and the rest is
presumably coconut. The direct consumption of peanuts can be in the form of
nuts, peanut butter, or confectionary products. The largest consumption is ia
the forin of peanut butter.

An analysis of the total oil and fat intake? reveals that of the 6.6 k¢
per capita consumption, 1.0 to 1.6 kg is most likely comprised of animal fats,
ard 5.0 to 5.6 kg of vegetable oils.

Based on import data for oils, fats, and processed products containing
0ils and fats, the following consumption trend was developed.

Trend of per capita consumption of oils and fats
{ke/yr)

1970~ 1971~ 1972~ 1973~ 1974~ 1975- 1976~ 1977- 1978- 1979- 1980-
71 72 73 Th 75 76 17 78 79 80 81

2.6 2.9 3.2 3.5 3.8 y.2 b7 5.1 5.6 6.2 6.6
This consumption trend is illustrated in Figure 2.
The average annual growth rate for per capita consumption is 9.5 percent.
This matches the growth projections set forth by UPAN, which will be discussed

in more detail in Section III.

'USATD estimates per capita cereal consumption at 144 kg/yr. The total
estimated conswaption of ollseeds, oils, and fats is only 9.2 percent of cereal

consumption.

2Using B calories per gram of vegetable oil and 10-12 calories per gram
of animal fat.



Kilograms Per Capita

Figure 2. Per Capita Consumption Trend for 0ils and Fats
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The &hility of Haitian consumers to increase Unelr per capita consumpiion
of edible oils has resulted from an inereasing per capita income whose annnal
growth rate was superior to the growth rate of the price of vegetable oil. The
average retail price of vegetable olil inerensed 9.1 percent annually in current
prices beotween 1976 and 1982. However, in constant 1976 prices, the anal
change in the retail price of vegetable oil amounts to a decrease of 0.1 per-
cent. In terms of real purchasing power there was no increase in the price of
edible vegetable oils,

Per capita income increased at an annual rate of 10.3 percent between
1976 and 1982, however when deflated for inflation, the real growth in per
capita income became 1.1 percent annually. This real income growth, coupled
with the stability in real prices, allowed the Haitian consumers to increase
their consumption of edible oils. These figures are shown in Table 1,

The same holds true for the consumption of fats. The ratio of retail oil
prices to retail lard prices, as shown in Table 2, indicates a near equality
in the marketplace for these products.

These consumption data imply that oils and fats are not particularly sig-
nificant at this time in terms of caloric intake in the Haitian diet, but that
they are significant in terms of providing the minimum essential fatty acids
required in the diet, and that they are important in cooking practices,

Imports

All oils and fats used for producing refined vegetable oils, hydrogenated
vegetable oil products, and other processed groducts from vegetable oils or
fats are imported into Haiti. It is estimated that only 100 MT per year of
locally-produced cotlonseed oil is processed in the edible oil and fat process-

ing industry in Hait1,!

1UPAN.



Average Retail Price

Table 1

Price and Income Comparisons for Vegetable 0Oils

Average Retail Price
g

Source: Appendix E
Appendix F

(& per 1) (@ per kg)

Constant Constant
Year Current (1976) Current (197@1
1976 4.65 4.65 5.42 5.42
1977 5.07 L.72 5.91 5.50
1978 5.86 5.62 6.83 L.55
1979 5.98 5.23 6.97 6.10
1980 7.08 5.24 8.26 6.11
1981 T.06 4.51 8.23 5.26
1982 8.18 .8y 9.53 5.64
Annual
Growth
Rate (%) 9.1 =0.1 9.1 ~0.1

Per Capita

0il and Fat

Consumpt ion
(kg/yr)

L.2

.7

Per Capita
Per Capita Percent of CGNI Percant. of
GNI Average Income (@) Constant Tneome
(&) Spent on Constant Spent on
Current Vegetable 0il (1¢76) Vapetohte 0i1

934 2.1 934 2.1

975 2.4 908 2.0

989 3.0 948 2.0
1,140 2.9 997 2.9
1,392 3.1 1,031 3.1
1,524 3.0 G73 3.0
1,662 3.6 960 3.h

10.3 1.1



Table 2

Frice Comparisons fer Cils and Loard

Average Retail Price Average Retail Price

Vevatable 0%l Lard
Year (& per g) (6 por k)
1675 5.42 6.61
1977 5.91 6.61
1978 6.63 6.61
1979 6.97 6.61
1980 8.26 &.82
1981 8.23 Q.62
1982 9.53 9.28

1Including lard substitutes.

Source: Appenaix K
Appendix F

10

Ret.io of Vegst nle

il Price tco Lurd
Price!

0.82
G.89
1.03
1.05
0.94
0.86

1.03
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Based on a great number of confliecting tiwme saries given in Appendix O,
the study team calculates that the following eamounts of vegetable oil (seni=-
refined and crude) have been imported into Haiti.

Vegetable oil

Year (1,000 MT)
1970-71 10.0
1971-72 12.5
197273 8.1
1973-T4 9.0
1974-75 11.6
1975-76 17.3
1976-77 18.9
1977-78 18.9
1978-79 18.0
1979-80 20.9
1980-81 23.2
1981-82 8.1
1982-83 13.6

The major reason for the decline of imports of vegetable oil in 1981-82
and 1982-83 is the introduction of SODEXOL, which began its operations in the
latler part of 1981. SODEXOL and its operations will be discussed in the sub-
section on processing.

On the average, soybean oil has made up nearly 97 percent of total edible
vegetable o1l imports. The balance has been composed of olive oll, cottonseed
0il, palm oil, and other vegetable oils.

Almost all of the soybean o0il has been imported from the United States.
Concessional sales (PL UBGQ) have amounted Lo slightly less than 25 percent of
total soybean oil imports.

With the introduction of SODEXOL in 1981, Haiti began importing scybeans
to be used for oil extraction., The imports of soybeans totaled 81,500 MT in
1981-82 and 78,500 MT in 1982-83. This is equivalent to importing 14,700 MT
and 14,100 MT of soybean oil in 1981-82 and 1982-23, respectively.

A clear understanding of the import situation for fats and tallows is

complicated by the fact that data on imports of edible and inedible tallows

11



ari lard are ¢o-hiaed into o Losmie cabloro., and available data do not =
the dotermination of wiat port.on of import: went inte food processing,
what portion went for the manutacture of soaps.

Tt 2 general trends for imports of oils asd ©ats in Haiti are showr
Fizure 2.

Prozzssing Sootor

The processing sector for edible oils and fats in Haiti encompasses the
entire range of activities from extracticn to refining of the oil product. 7.
initizl process of extraction is the removal of oil from the oilseeds by means
of a chernical process. The resulting oil is cullad ecrude oil, Degummed crud.
is crude oil from an e:<traction plant which hag had the gums removed from i-,
Semi-refined oil i3 crude oil which has btern dezummed and neutralized,
neulralization procecs rercves free fatly acilds and other impurities from the
oil. Tha total refining proeess entalls degumming, neutralization, bleaching
(a process which gives the oil a uniform color), deodorization {the removal of
unpleasant or unnatural odors), and winterization (a process which inocreacsos
the shelf life of the nil).

The processing sector for edible oils and fats in Haitl is comprised of
seven private-sector refliners who handle vegetable oils as well as tallows, and
one additlicnal private-so2ctor reliner who processes only lard., With the excep-
tion of the refinery which deals only with lard, the other seven refineries
produce = mixture of products, both edible and inedible. These products in-
clude liquid vegretable oils, solid or hydrogenated products such as lard sub-
stitutes, and industrial prcducts such as soaps.

In the past, these seven refiners acquired zll their raw materials in the
form of semi-refined vegetable olils which were imperted into Haiti (with the

exception of the 100 MI of locally-grown cottonseed oil refined per year).

This situation chanced in 1981 with the introduction of SODEXOL.

12
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S dsoa standard extroction ond refining plant with the necessiry
cauipnant to perfori the entire process from oilse.d extrachion to final re-
fining. SODEXOL is equipped to process a number of oilseed crops izcluding
peanits, sunflowver, acoltonseed, and soybeans. SO[M-E0L was - suoblishe: “op this
purpose o7 producitg secierefined oil which woul! then be sold bo rrivatae-
sector rofiners, EXCL is A guasi-public organization ovoed by the Covern-
ment of Ha'ti; private-sector Haitian investors, les Investissements Industriels
S.A. (LINSZ); and a private-sector forecign firm, Universal Seceds and 0il Prod-
ucts (USCP). The orizinal investment gave each of thess parties one-third own-
ership of the company, bubt recent transaclions have given the Government cof
Haiti a majority share.

Cecause SODEXOL was desipgned to produce sufficiant oil to satisfy consumer
demand, it was given moncpoly powars by the Government of Haiti in the ares of
edible oils. Thus third parties were forbidden to import oilseods, refined
edible oils, semi-refined edible oils, erude edible oils, and their by-product =,
In spite of thig restriction, import licenses have on several occasions beon
granted to other firms for the importation of soybean oil.! Although the
reason given for granting these import licenses was that SODEXOL was not supply-
ing crongh oll to weet consumer demand, this has been denied by SODEXOQL.

In addition to supplying semi-refined cil to private refiners, SODEYOL
also produces considerable quantities of soybean meal, since this is a natural
by-product of soybean o0il ex:raction. SODEXOL also has equipment to produce

a high-protein soyvbean flour for human consumption, although this product is

not currently being manufactured.

1200 MT in Octeber 1981, 6,000 MT in July 1982, and 5,000 MT in November
1983.

1h



The processing volumes for the total «diivle cil and fat secter, as g.v-n
in Appendix D, more or less track the growth patterns for imports over the s:-e
period, depending on which time series are used for comparisons,

The study team inspected the quality of refined oil pacikaged in barr.’s
at various wholesale outlets. The quality appears to be high in terms of tacte,
purity, odor, and color. The barrels were properly capped when filled, and
from the appearance of the oll being pumped out, the barrels are kept clean.

Marketing System

Estimites for the total market for olls and fats have ranged from 16,000
Lo 24,000 to 20,000 MT annually. SODEXOL considers the current total market for
vepetable oils to be 204,000 MT per year. It is readily apparent that no one
actually knows whalt the eftfecctive market demand! or the potential market demand
is for these nroduechts,

Baced on available data for imports and processing volumes, the study team
has rnalculated that the upper limits of effective market demand for oils and
fats may have been as high as 31,000 ¥T and 36,000 MT for 1982 and 1983, respec-
tively. These quantities would encompass vegetable oils, fats, and processed
products containing oils and fats.

Taking the projected consumption trend as set forth in the subsection on
consumption, and subtracting the expected tonnage of fats consumed as part of
the meat and [ish intake and the amount of tat consumed through imported pro-
cessad products, the resulting figures match the figures for soybean oil imports.

Thus the consumption trend acecurately reflects per capita consumption based on
D

imports.

TEffective market demand is the total quantity tnat will be purchased in
the marketplace based on product price and the consumer's ability to purchase.

15
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ticn data, on: can say that tie r.orket size for vecetable oil was 23,000 M in
1981-82 and 27,000 MT in 1¢32-82, Une can expect at this time that the markat
size for 1983-84 for veget:ble o0l can b2 estimated at 29,500 MT.  SODEYOL's
current wonthly sales of :=oybean oll verify the validity of this estimate.

wsessod because available doa

oy

The market for {fats can not be accurately
do not differentiate Letween the edible and inedible soctors.

The mariketing svastem or oils and fats is best described in the form of a
flow diagram for the vegetable oil prodncts and animal fat products being sold
in the aystem. These Now disa~rens are as follows:
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The marketing system appesrs to be mo'ti-faceted. Processors are not in-
volved in ocperating wholesnale operations, In wmany cases, the wholasaler may
act as a disteibutor, depending on the geographical market or product market
being scrved.,  The wholesaler may also acht as a retailer in some instances.

rrocessors packapge the refined vegetable oil in $6-gallon drums for most
of their sales (28-99 percent of Lhe market).  The drums move through the mar-
keting channels to wholesalars and oil is sold out of the drums to retailers or
consumers wWho supply thoir own centainers, The unit of =ale from wholesalep
to retailer in pencrally one gallon, albthourh guonlities as small as one<half
liter can be purchasoed. Consumer purchaces from retailars may be as small as

one gloss (one-tenth of a liter).
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A very small percentage of the market is supplied by oil packaged in plas-
tic containers of one gallon and one-half gallon. Other vegetable oil products
such as beurre de cuisine, margarine, and shortening are packaged in containers
ranging in size from one-gallon cans te 37-pound tins. As with oil, these con-
tainers are opened in the rectail market and the products are sold to consumers
in small quantities.

Animal fat products are packaged in tins ranging from 33 to 35 pounds in
weight, and they gencrally follow the same breakdown procedure.

What may appear on the surface to be a disorganized marketing system is in
reality a rational free-enterprise market at work. There is intense competi-
tion at all levels within the different marketing channels, as well as between
the vegetable o0il and animal fat sectors. This intense competition centers
mainly around price for an undifferentiated commodity such as vegetable oil
which is sold in bulk. However, there is quality and brand competition as
well as price competition when considering vegetable oil and fat processed
products such as lard, shortening, beurre de cuisine, and margarine.

Prices and Margins of Edible 0ils

The average retail prices of edible oils over the past six and one-half
years are depicted in Figure 4.1  The increasing trend in edible oil prices

in Haiti is a reflection of such factors as inflation and overall increases in

TThe data for the last six months of this time series are somewhat ques-
tionable. The average price data series in Table 2 of Appendix F shows a
dramatic decrease in retail prices, beginning in January 1933. The study team
has extreme donbhbs about the reliability of these numbers, since in December
1983 0il is being sold in the marketplace at a price ranging from & 7.50 to G
7.57 per liter al the wholesale level. Through limited retail price gathering,
t*» study team has interpolated a new set of average prices which are believed
t» more accurately reflect conditions in the first six months of 1683. It
would stand to reason that if the 6,000 MT of oil allowed into the country
“roush import licenses in July 1982 were introduced into the marketplace ac-
¢ :ding to the pastl six-montn time lag, an average retail price decline could
b e oceurred, but for retail prices to have fallen by nearly 30 percent goes

—ooand ereditd 5.ity.

17
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world prices of edible o0il. However, a linear or exponential trend dces not
accurately reflect average retail price mcvements in the marketplace,. The
price movements for edible o0ils which actually occurred over the past six and
one-half years can be churacterized as a step process, 1in which there 1s a
substani.ial increase in price at a certain moment, followed by a leveling out
of the prices at this level for a period of time. Prices will remain at this
plateau until some factor in the marketplace (such as a change in world prices,
extreme inflation, or & disruption in the marketing system) causes prices to
irerease gubstantially to a new plateau. This process is illustrated in Figure
5, by using the averapge prices of the different plateaus to reflect the step
process., |

The movements of retail price from month to month across the complete time
series and the movement of prices around the trend at each plateau reflect the
changes in world price of soybean oil up until the end of 1981. The introduec-
tion of SODEXOL into the edible oil system in Haiti subzequently changed this
relationship of price movements, Average retail price 1s compared to world
price in Figure 6.2

An analvsis of average retail prices In Haiti compared to the world price
basing peint reveals that the average retail prices are significantly corre-
lz%ed to world prices up to the end of 1981.3 Based on a series of analyses,
Faitian average r<tail price movements lagged world prices by six to eight

months. This would be as expected since the time required for importation of

A regressicn analysis of the step process reinforces this scenario since
tha trends at Jdifterent price plateaus are extremely flat #ad do not indicate
any strong directions of price rovements.

2The world price used in this figure is based on crude soybean oil, Dutch
ew-mill pricing peint,

3The resulls of both individual data paint and clustered data point analy-
cive correolation values that are sufficiently
3

si- fusing the price platones)
hi 5 to explain nmore Lhan 77 percent of the averase retall price moverants,




Gowrdzs Per Liter

~J

n

i igure 5.

tep Process of Average itetail Price of Edible 0ils

u N

!
. r// f T Step Process

1979 1980 1981 1982 1983



Le

Gourdes Per Liter

- ~ 700 =

~ T N \\ L

AN \ -

A/ \ A -

I\ II\ =

/Y \ N wor1d Price C

AN o~ yv Y (Dutch Ex-Mili, Crude) 2

; { ‘ VANV 7 ! ! ! — 600 )

N , \ VY4 \/ \ [ A v

f ! (S T A Q

! ; \ / \ Ly —

\‘ | S ' ~ \\‘J’\\ CC2>

\ \ —_ -

vJ Vs 3 / =

8 A L 500 S

\

\ /' bR =

L) \ ’ 2

\ ! =y

‘o ™~/ 2

[ N\ /I T(1_‘.!

™ / = ~ 400 2

[ &)

\ l_—zz——erAverage Retail Price
6 —
5
1977 1978 1979 1980 1581 1982 : 19383 :
Figure 6. Average Retail Prices vs. World Prices

Dutch Ex-MiT11



the crude oil, refining, and distribution of the finished product should lie
somawhere within this time paramater,

Vith thoe entrance of SUPEXOL into the edible oil marketing systom in late
1961, the relationship belwe:n averaps retail prices in Haitl and world soybean
oil prices ceased Lo show any significant correlation. The movement of all im-
ported c¢dible oils (both crude and semi-refined) throuch SODEXOL, and the ex-
traction of edible oil frem imported soybeans at SODEXOL's fzcility, with the
resnlting scmi-refined oil to be snld al a fixed pric:e of $£a50/MT, is reflectea
in the stabilization of ret=il prices at the last platesn.,  The averagse retall
rrices have not followel dounward world price wovemsnts, as had occurrad in the
sast, Figure 7 illustrates how this pricing action secus to hold averapge re-
tail prices at this platean. The intense compelition among processors, whole-
salers, and retailers has seemingly causcd extreme price fluctualions around

this plabeau,  Tnis iptens> competition, SCUEXOL's entranee into the system,

and Lie uzpoareat Adeelive in marsins (Forced by Lhe SCDEXOL fixed price of

semi -
refined ail oard the goverrcoant fixed price of refined oil at the procassor
le.:l) have combined to create price instability in the retail markatplace.

In view of the eiibla oll price relatinnchips just discussed, the next
arers of concern are the marging and costs involved in thoe mavketing system of
cdivle oll., As was Lthe case with price relatlonzhine, these margins and costs
2i4l exclusively with edible oil in liquid lorm. Solid (hydregsenated) products
c~2 not included in the an:lysls,

The {iprst aroa of concoern 13 the marg-in rezl 7ed at the wholesale and re-

t .1 lev-ls, Tho follow'n~ tablz illustrates the -areins invoived, !

TThis tahle is constructed using the best available data.
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Maximum Margin as

Average Average cost to percent of
retail price rctail price wholesaler Margin averago rctail
Year ($/1iter)  ($/barrel) ($/barrel) ($) price per barcel

ro
b

1981 1,01 300.05 224,58 75 .47 5.

1982 1.64 318,99 224.00 124.99 35,8

19831 1.62 34h 7Y 237.71 106.97 31.0 2 oy g
(1.35) (287.28) (237.77) (49.51) (17.2) ’

In an edible o0il marketing system such as the one that exists in Haiti,
:he expected wacgin belwecn proceszcor 2nd cushoner nive S0 03 bo zpproxi-
1ately 2% percent of the averapge retail price converted to the unit used by
iz processor (in this case, barrels). This margin should be divided into ap-~
swoximately 8-10 percent for the wholesaler and 12-17 percent for the retaller.
'his margin is necessary so as to cover the seller's operating expenses and
rompensate him for the time and management involved in the selling process.

’he neceasity of this size of margin is further borne out in the werk done by

The figures in the above table indicate that the calculated margins as a
»reentage of retail value are close to those expected, with the exception of
rT2.3 This would seem tn illustrate the compelitive nature of the edible
;11 market at the wholesain and retall levels. This also indicates that at
Jrse market levels there are no exceszive margins and therefore the prices to
'he consumers are nob overly inflated.

'Given the questionability of the average retaill price data for the first
mentns of 1633, two sots of average prices have baen structured. The first

the study tesm's calzulation of yearly averaze price, and the prices in
rucontheseos are hoaad oo the datz supplied in Table 2, Appendix F, plus addi-

tionral datz collen an o corrent prices (December 1987).
“How,  Teresy L., o Evalnaticn of the Hajtian ssricoitural Mar-

L System, TIAlh, Fobeaary 3970,

XWnich mav simply Lo an aberration in the numbers, considering the cuality
Tothe dnva inoouv 4,
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The second area of cconcern 1s the margin between the cost of semi-refined
0il (either imported or produced locally at SODEXOL) and the price the proces-

sor receives for refined oil. The calculated margins are described in the fol-

lowing table.

Meacimunm Maximum Direct costs
price price and
refined refined Cost of refining Remaining
oill 0il? semi-refined Margin losses3 margin
Year  (§/barrel) (§/MT) ($/MT) ($/MT) ($/MT) ($/MT)
1981 224.58 1,227.55 671.355 556.20 139,04 417.16
1982 221,00 1,224.38 950.006 274 .38 159.047 115 .34
1982 231.71 1,299.65 950.006 349 .65 159.04 190.61
19645 293.00 1,601.54 1,295 .000 306.50 210.81 95 .70

The impertant column in this table is the one which indicates the margin
remaining to the processor after deducting processing loss=es and direct costs.
This margin goes towards covering the indirect costs (overhead).9 Any amount
still remaining aflter paying the indirect costs is profit (return on investment,

management, znd risk). As a general rule, indirect costs are calculated to be

1Averagc maximur: price received by the processor per barrel of refined
0il, as given in Tebles 3 and 9, Appendix F.

2Average maximum price received by the processor per MT of refined oil.
There are 5.U66 barrels of oil in a MT.

3calculated at the processing level, Direct costs are those costs di-
rectly attributable to the refining of oil, and do not include indirect (or

overhead) costs.

l A . : .
'The remaining margin must cover indirect (overhead) costs and sales
discounts,

5Cost of semi-refined imported o0il, Appendix C.
6Cost of semi-refined oil from SODEXOL.

TIncludes inflation in direct costs for 1082 only. Unable to be computed
for 1953 and 1974,

8Projected, based on current maximum processor price.

9Incirect coats are sales exrentes, depreciation, administrative costs,
and financial costs (interast and arbitroge chorres),

v
J
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1 If indirect costs are calculated at

three times the amount of direct costs.
this rate, then 1981 was the only year in which the margin was sufficient to
provide a prefit for the cdible oil refliners.  After 1981, the margins avail-
ahle to cover indirect cosls ars nobt large enonwgh to provide any profit. FRven
the profit remaining in 1981 amounts to only a 6.6 percent return on sales
which, considering the size of the markel and the number of processors, can
not be deemnrd excessive by any wmeans.,  As a consequence of SODEXOL's entrance
into the edible oil marketins system in late 1981, the refiners' margins have
been narrowed o a level at which only part of their indirect costs are covered.

Kltiouph SODEXOL'S appearance on the scene has led Lo a reduction in the
marging earnad by the private refiners, this does not mean that the transfer of
marrins has resulied in a profit far S0DEX0L.. The margin required for SODEXOL
Lo cover all its costs in 1981-82 was £124.70 per MT of soybeans processed., If
this is tranzlated into its enquivaleat in semi-refined oil, the necessary mar-
gin amcunts te $712.97 por MT of oil produced. SOLFXOL operatcd at a loss in
1981-82, therefore the margins transferred from the private refiners to SODEXOL
di-sppeared in the cost of operctions, as shown in Tables 11, 12, and 13 of
tppendix F,

The calculated marzin regquired for SODEYCL to cover all its costs in 1987-
©2, as shown in Table 11 of Appradix F, is $107.91 per MT of soybeans processed
i the annual prosecsing volume is 80,000 MT of soybeans. With an annual pro-
¢ sing volume of 105,500 MU of soylLeans, the required margin is $85.71 per MT
o0 sovbeans procels .
ihis facility, live any other souch fooility, coporates with hipt  fixed

rte, In 'nis particular caz-, because the fzeility is out of marlet rocitieon,

“The e~xacht rabtin of irduires’ ¢-2Ls to d'rect costs in this csaze can not

boodelwrmis



the fixed cnsts are higher than normal.' For every MT of soybeans processed
above and beyond the level of 80,000 MI, costs are reduced by approximately
one-tenth of one cent per ton.?

The implication of this cost struecture has an important bearing on the
importation of soybean oil by SODEXOL., One MT of crude soybean oil represents
the quantity of oil obtained from 5.805 MI' of soybeans, If imported oil is
substituted fer imported soybeans, this does not reduce costs, because the
extraction facility exists and is incurring costs whether or not it is being
vsed o its fullest capacity, Thereforce, the margin per MT of imported oil
must be equivalent to the necessary margin on the tonnage of soybeans that the
oil is replacing. As shown in Table 14 of Appendix F, the required margin for
SODEYOL on crude soybean oil is nearly $400 per MT. Imported semi-refined soy-
bean oil has the same implication for margin reguaired by SODEXOL, except that
it is slightly higher.

Given the current price for SODEXOL's semi-refined oil, if SODEXOL imports

crude oil, the cast structure will be as follows:

SODEXOQL, semi-refined oil $1,295/MT
Required mar_ in 400/MT
Cost of oil withcut import duties $ 895/MT
Import duties ___222/MT
CIF price to maintain margins $ 673/MT

Taking the recent price of crude soybean o0il, CBOT prieing point, of 26.0
cents per pound for December 7, this equates to approximately $672 per MT CIF

Fopt-au-Prinens. SODEXOL can not better itsel! in any way by importing crude

TAs shown b Cramer, all soybeans are imported, soybean meal is exported

p » ?
a: 1 necessary coperational supplies (fuel, hexane, caustic soda) must be im-
r.rted. A1l this adds tc L= cost,

27anle 11, Annoandiv Fo
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0il rather than by crushing soybeans, if the Price.-Waterhouse projected costs
(Table 11, Appendix F) are to be believed. Whether SODEXOL 1mports all soy-
beans or a combination of soybeans and crude oil, neithar alternative outweighs
the other in terms of generating the required margins. SOLEX0L can not con-
strain its costs, so 1% will continue to operate at a defiecit position and will
not be able to make its required return on investment.

Price of Lard and Lard Substitutes!

Average retail prices of lard and lard substitutes are shown in Figure 8.
These prices reflecl the same general step process as with the edible vegetable
oils., This step procass ended in mid-1982 with a one-third decline in average
retail prices, This substantial decline in prices was undoubtedly brought on
by the decimation of the Haitian swine population due to African Swine Fever.
Since that time, prices have begun to recover and are moving upwards in what
appears Lo bs a new step proeass pabtern.

As shown in Table 2, prescnted earlier in this section, lard products and
lard substitutes are genecrally priced higher than liquid edible oils, with the
exception of 1978, 1979, and 1982. These first two specific instances were
the result of a step increase in the average retail price of edible o0il two
years prior to the first step increase in lard and lard substitute products in
1330, The 1982 difference is most likely due to the dramatic fall in lard
prices as erplained in the preceding paragraph.

The various products within this grcup compete primarily with each othér.
Yecause of a generally higher price and quality, the market is specifiec, and

coizpetition betwecn this group of products and liquid vegetable oils appears

to be minimal.

This iroluies lard and such compet ing products~ as beurre de cuisine and
sruonincs,  These compating products are jvxer Y1y made of hydrorenatzsd vege-
Toooilas and animal fais, depeniing on specific [lirmulations,

N
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No analysis of margins can be made for this group of products because of
the lacik of data.

Price of Oilseeds

The specific pricing of oilseeds can not be illustrated due to the lack
of information. FPeanuts are the major oilseed produced, vet no data exist on
the price of peanuts as they move through the food marketing channels. The
study team made a limited survey of peanut prices at whelasale markets.  When
cxpected margeting margjnnl arce subtracted from the wholesale level prices,
the results indiexte that the minimum probable price received by the producer
is in excecs of $400 por M2 for peanuts sold in the food marketing system,
SODEYOL raports buyine peanuts for oil processing in 1982-83 at a nrice of $350
per MT unshelled or $150 per MT shelled.3

Average U.9., farm prices for peanuts in the shell and CiF Rotterdam prices

fcer shelled peanuts are snhown in Table 5, Appendix F. Average U.S. farm prices,

C.7 Rotierdam prieces, and lcocal Eaitian producer prices are all abcve the price
©tch SODEXO! ean afford tc pay. The price that SODEXOL can afford to pay is
Jimited by high operating costs and a price couparable to the price of imported

savheans,

The price that S0De¥©l ecould offer for peoanuts is further limited by the

~

shelling percentage of peanuts purchased, thne average o0ll content in peanuts

purchased, and the export price received for peanut meal. Calculations reveal

that for every decline of on~ percent in shelling percentage, SODEXOL's process-

ng margin will shrirk by $5.77 per MT of peanuts processed. For evary decline

“7 one percent in Lhe avernle oill o ocaontent, SCOEXOL's processing margin will
T, Roe.

v h %

“Prices rarsa from $130 to $453 per MT.

SEODRYOL' s purchases v oooatad to only 20 MY in 1962-.83.
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shrink by $2.81 per MT of peanuts processed. For every one percent that peanut
meal is discounted in price, SODEXOL's margin will shrink by $0.24 per MT of
peanut s procasaed,

Riased on samples of peanuts inspected by the study team, the maximum price

that SODEXOL could pay for peanuts produced in H.. %1 is as follows:

Per MT
shelled peanuts processed

0.424 MT1 01l at $1,295/MT $549.08
0.55 MT2 meal at 168.3O/MT3 92.57
Total revenuc $641,65
Required margin® -154.19
Shelled peanut price $U87.46
In-shell peanut price (679 shelling rate) $326.60

Since SODFYOL is currently paying $450 per MT for shelled peanuts plus
transport to the wmill, the above implies that SODEXOL can not pay more.,
SODE¥OL's price of $300 per MT for peanuts in the shell or $450 per MT for
shelled peanuts is based on an approximate shelling pzrcentage of 67 percent.
Study team samples indicate that the shelling percentage of Haitian peanuts
may nol be more than 64-65 percent. If shelling percentages are as low as 6L~
65 percent, this would indicate that SODEXOL's current price s valid.

Because of all the limitations described, one can not compare the price

SODEXOL pays for peanuts to the price it pays for imported soybeans. This is

1&3 percent extraction rate, 42.4 percent semi-refined oil.
2 percent loss factor.

3Average world price (6 years) of peanut meal discounted 15 percent
($198 x .85).

bravie 11, Appendix F (103.48 x 1.49). Note that costs are increased

because extractor capacity would be reduced by one-third as compared to soy-
bexns,

31



because a rational margin structure must be used to establish a price that can
be paid. Because SODEXOL is not meeting its required margin for soybeans, it
is not making & p:‘of‘it.1 If SODEXOL were tu do the same with peanuts, the
resulting price for peanuts would zmount to subsidization of producer prices.

Consumption of Cilsecd Meal Products

Until recently, the only oilseed meal product available in Haiti was cot-
tonseed meal, which was processed through the Institut de Développement Agri-
cole et Industriel (IDAI). Since the advent of SODEXOL in 1981, oilseed meal

has been readily available in the form of soybean meal. However, without a

4
Ly

domestic marce SODEXOL must export 98 percent of the soybean meal it produces
as a by-product of its oll extraction process.

Originally, SOLEXOL was to supply soy flour tc the Minoterie d'Haiti for
incorporation into the wheat flour being produced. This was apparently for
the purposs of increasing the protein content in bread products so that the
nutritional level of the Haitian consumer could be improved. SODEXOL has the
capacity to produce 7,500 MT of soy flour per year. Its planned target of pro-
duction was 4,000 MT per year, which would correspond to a 3 percent level of
23y flour in the wheat flour. However, to this date, SODEXOL has not produced
any soy flour because of the mill's refusal to incorporate soy flour 1nto the
wheat flour being produced.

Approximately 2 percent of SODFXOL's oilseed meal production is being sold
demestically to the feed mill. This amounts tc a domestic consumption of 1,300
MT per year for 19081-82 and 12832-83. The balance of the meal prcduced by

SODEXQL is exportad to other locations in the Caribbean Basin, primarily the

Dominican Republic, Puerto Rico, and Venecuuela.
s y ]

TPatles 12 and 13, Appendix F.
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Since domestic consumption of oilseed meal is so limited, the meal pro-
duced in the oll extraction process must be exported. Because of this fact,
SODEXOL is limited in the type of oilseceds it can process. Ags shown in Table 1
of Appendix B, there are differences in the quality of oilseed meals, Only
three meals can be considered as being of high quality: soybean, peanut, and
cottonceed. Because of its high fiber content and other characteristics, cot-
tonseed meal is limited to ruminant animal consumption. The feeding character-
istics of peanut meal dictate that it either be consumed by ruminant animals or
be blended into prepared animal feeds for non-ruminant animals. Because of
thesm restrictions, soybeans have been gelected as the raw material for oil
extraction (even though it is one of the oilseeds with the lowest percentage of
oil content). The soybean meal is of high quality and can be fed directly to
all types of animels (ruminant and non-ruminant). The non-ruminant aspect is
especially important, since the principal livestock in the Haitian agricultural
sector are poullyy and hogs, and sirce SODEXOL's export market is the Caribbean
Basin, where ruminant animals are not predominant because of climatiec and
health conditions. Therefore, SODEXOL is locked in to soybeans regardless of

the fact that they may not be the ildeal choice of oilseed from the standpoint

cf extraction of edible oils.
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SECTION Il

Data Avallability

On the whole, the data available concerning oilseeds and edible oils and
fats can be elassified as insufficient in both quantity and quality. Without
a sound set of bascline data to assess past progress and evaluate the current
situation, neither development projects nor changes in policy direction can be
expected to achleve any measure of success. The study team, having reviewea a
great amount of relevant and irrelevant information, finds that certain spe-
cific deficiencies in data availability should be addressed in the development
process carried on by donor agencies. The study team is surprised at the lack
of interest shown in this area by all parties concerned.

Quantity arnd Quzlity of Data

A general lack of data exists in the area of oilseed production, and the
statistics that are avallable are suspicious due to their collection by means
of short-term survey techniques.

Data on consumption have basically been obtained through small sample sur.
veys, and these data can hardly be considered reliable since they becoms dis-
torted when comparing them to the population as a whole or by urban/rural or
r=2ographical setting. The lack of a consisteat set of household budget surveys
prevents any sound analysis as to market size for different products, or trends
in the consumption process.

There are large quantities of import data available, but the quality of
these data defies description. Different data series and sources have never
~een reconciled, and as a resuit the quality of available information concern-

ing imports is suspect,
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Not only is the quantity of processing data insufficient, that which is avail-
able also lacks the neccessary desceription to be able to use it effeclively.
The time seriss are not lon: enoucsh to give an accurate reflection of the
situastion, Lhe data are nobt separated into the proper categories, and the in-
format.ion is nobt well enough defined Ly time to allow a shift in calculations
from calendar year to fiscal year and vice versa,

Price data are entircly lacking. Tne only prices that are collected on
edible oils are averapge retail prices in the Port-au-Prince area. The use of
this data serles is complicated by the lack of a standard measurement system.

Cne can nobl contrast or compare data sets beceuse of differences in time
periods, length of dita series, and differences bLetween origins of data sets.
To the best of its ability, the study team has presented in the appendices all
data sets 1t was able to find concerning the ollseed and edible o0il sector,
and has thus amalgamabted cortain of these sets Lo derive trends. The study
team is nonethneless fully aware that such procedures do not accurately reflect
the true situation. While one could expound further on the current deficien-
cies of the cdata system, the important point here is to realize that this weak-
ness in Lhe system exizts and to do something about these discrepancies.

In view of the foregning, the study team herein sets forth a series of
data requiremonts that are necessary to the full understanding of the ollseed
and edible o0il sector. The study team is cognizant of the fact that such
needs can not bte salisfied immediately, but rather must be addressed through
the long-term development process.

Fyvident Neecs
[he evident nceds feor imprcvements in the data system concerning oilseeds

and edible oils and fats can be ranked as follows:



1. Reconciliation of import data.

2. Household budpet studies, which entail not only consumption
data, but also prices £+ a1l food and non-food items con-
sumed within the household.

3. Produect ion surveys Lo update past work and better refine data
on area cultivated and yields of oilseed crops.

b, Price surveys, which ascertain data on prices for oilz, pro-
cessed vegetable and fat products, and oilseeds. These price
surveys should include processor, wholesale, and retail prices.

5. Market studies to define marketing channels, volume flows, and

handling procedurcs.

Since there seems to be considerable interest in the area of production
of certain oilseed crops, determining the current levels cof cultivation, yield,
and production should be of vital concern,

The other important areas is the market size for the different product
proups, and this can only be determined through correctly designed and adminis-
tered marketing studies and househeld budget surveys. Market sizes are impor-
tant not only in order to assist the edible oil industry in serving consumer
needs, but also to direct policy actions which will enhance this effort. Any
attempt to determine market size by auy other approach demonstrates a total
lack of understanding on che part of those eoncerned.

Given the necessity of oilseeds and ediple oils and fats in the Haitian
diat in terms of health =5 well as in terms of improving caloric and protein

i-take to recommondsd levels, there is an obvious need Lo determine current

s=stus and how the constraints of price and income affect the total system.
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SECTION IIX

Future Potentials

Even though available data can not give a totally accurate picture of the
situation, it is nonetheless obvious that the market for edible oils in Haiti
will continue to grow. The basic decision that must be made is whether these
increased quantitias of oil ecan be supplied through domestic resources, through
continued imports, or perhaps through an integrated approach using a combina-
tion of these two options. The sel of policies governing Lhis sector of the
economy will differ depending on how the markeb is supplied,

Production

The potential for any meaningful increase in the production of oilseeds
in the future is very limited. Several major constraints =xist which prohibit
any dramatic increase in production.

The first and most evident constraint is in avalilable land area., The land
area devoted to the cultiviation of the ten major crops excreds the stated ara-

ble land by 10 pwrcent.] Total cultivated area exceeds arable land area by

2% percent. Approximately 94,2 percent of arable land is used to grow cereal
grains.2 If the arable land base has already been exceeded, and if concerns
are being voiced about so0il erosion problems and the need for soil conservation,
this means that any intensive push to expand oilseed acreage will further aggra-
vate the provlem, especially given the cultural practices traditionally used in

Faltian agriculture, Any increase in oilseed production area would have to

come at the expense of other vital food crops.

ITables 5 and 6, Appendix B.
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The second limitation 1is that of yields obtained from crops. Current
cultural practices as described in Section I negate the possibility for vast
improvesents in yvield lovels, In order to dramatically and rapialy increase
yields, mons2utture practinces will have Lo be introduced.  This will require
plantaticns or cocperative-style f{arming. Given the current structure of the
apricultural production sccetor, this is not feasible, either from a social or
food consumption point of view.

Even with the vse of inputs and improved managemen!. practices, yields
sti]l_dicL:to the economies of the situation. Predicted production costs for
a peanul procuction project are stated to range from #5406 to $802 per hectare, !
Even taking the lower of these projected costs, the economic feasibility of
such a project does not look promising.

Given the Jollowing vields per hectare, the rosulting costs per ton of
production indicate that peanut yields would have to excced 1,800 kg/ha in
order to be competitive with imported soybeans.2

Cost per ton

Yield of production
(kg/ha) ($)

870 627.23
1,000 545.69
115(20 363-79
2,000 272.85
2,500 218.28
3,000 131.90

In order for the producer to earn a reasonable return on his investment,
he would have to achieve a production level of 2,000 kg/ha. This is nearly

thra2e times the current stated average yield.3

1SODEXOL, Feasibility Study on the Cultivation of Peanuts.

2Based on a comparizon of o0ll content and potential meal value between
scybeans and peanuts.,

37able ¥, Appendi<¢ P,
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The third constraint to be considered is which oilseed crops can be culti-
vated. As shown in Table 1 of Appendix B, there exists a fairly large number
of potential oilseed crops which are more or less adaptable to the growing con-
ditions in Haiti. The limitation that exerts itself here is the need to export
the by-product of oil extraction, the oilsecd meal. For reasons stated earlier
it is more difficult to find an export market for certain meals.

The fourth constraint is that government policy in the area of oilseed
production is not well defined. The current Five-Year Plan simply states the
fcllowing:1

Projections of Production for 1981-86

Oilseeds  1081-82  19£2-83 1983-84 1984-85 1965-86

(MT) b, 320 8,640 12,960 17,280 21,870

The Five-Year Plan also states that the Agro-Industrial Project will pro-
duce 30,000 MT of oilseeds, especially soybeans and peanuts. This 1is totally
in conflict with existing circumstances.

The feasibility of increasing oilseed production in order to supply oil-
sceds to SODEXOL is considered to be non-existent. Both technically and eco-
nyaically, such an undertakiry is considered by the study team to be infeasible
breoause of the constraints set forth in this study.

However, oilseed production, especially peanuts, can play an important
role in the area of food production. As set forth in the following subsection,
levels of direct oilseed consumption are projected to rise to 42,100 MT per
y-ar by 1985-86, and 59,800 MT per year by 1990-91. This is an annual growth
rote of 4.5 percent for the period of 1930-81 to 1985-86, and 7.0 percent for

1235-86 to 1990-01. Since peanuts currertly appear to make up approximately 80

TWote that threse produsticn targets in no way reconcile with any of the
pr lurtion statisztiss avallable,
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percent of direct oilseed consumption, appropriate action should be taken to
encourage poanat. product icic directed towards the goal of inereasing the gquanti-
ties of peanubs availahle for direct consamption.  The consunmption of peanuls
in the forp of oilaseeds rather than in the form of procecssaed oil provides for a
greator protein intake while still providing Lhe fatty aclds necesaary in the
diet. Fnecouraging peanut production for direct consumption would reinforce
the traditional crop structure of the Haltian agricultural sector, rather than
trying to introduce a new crop into the already diversified wix of crops grown.

1f peancsts remnia at their caleulated percentage level of total oilseed
consunpticn (paanulas are caleulated to malkke up 80 prerecat of Lhe cilseeds con-
sumed directly), this means that in order to satisfy the prejected consumption
ot oilsecds, as illustrated in Figure 9 and as discussed in the following sub-
section, neanut production will have to show an average annual growth rate of
nearly 7 percent. This production troend, also illustrated in Figure ¢, results
.noa productinn lavel of 70,3200 NI of peanuts by 1990-01.

In ordcr to achieve this level of production which will support the in-
creased consumption of ollseeds, there wre two aspects of production which are
r-rmally addressed:  land area under cultivaticon and yleld. The easiest solu-
tirn would be to expani tre land ares devoted to peanut production. I there
were no land constraints, yields could remain the same and the larger land
i a weuld increase production so the total objective could be achieved. Un-
f.otunately, Haiti dees n-t have the luxury of unused arable land, as has been
proe siously digcussed,  1rercfaore, it must be assnmed that land area devated to

st production will rowfa pelativaely stonle, 270 Lo only funsibie solution
w "1 be o increasa the avorage yield per hectare.  In order to keep pece with
t - proizctod consumpticn trend, peanat yields will have Lo incrcase to batwenn

T and 1,800 kp/ha oy 1975-86, asd Lo boetween 1,000 ard 1,800 tg/hin hy 1900291,

™
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These yield ranges are based on the possibility of slight acreage increases
which might be feasible.

Fven given the calculated production trend presented in Section I (which
the study team considers umrcliable), this event will not be able to happen
without intensive assistance in this sector for the specific goal of increas-
ing peanut production for direct consumption.

Consumption

The discussion of future consumption will be divided into the consumption
of oils and fats, and the direct consumption of ollseeds.

UPAl' has projected tine per capita consumption of oils and fats in two
time segments, 1981-82 to 1985-86 and 1986-87 to 1990-91. These projections
of per capita consumption levels are as follows:

Per capita oil and fat consumption

Year (kg)
1981-82 7.3
1982-83 8.0
1983-84 8.8
1984-85 9.6
1985-86 10.6
1986-87 11.1
1987-88 11.7
1983-89 12.3
1929-90 12.9
1990-G1 13.6

The annual growth rate of per capita consum*:ion of oils and fats for the
period 1981-82 through 1985-86 is 9.5 percent. This growth rate matches the
study team's trend analysis of past consumption of cils and fats presented in
Seotion I. The annual grawth rate for the pericd 1926-87 through 1990-91 is
5.0 percent, whish is indicative of the fact that as consumption increases over
ti:e, the population is becoming cver closer to reaching its recommended level

of ~onsumption. This ~rowth patltern is illusirited ia Fioure 10,
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The following table shows the total tonnage of oil and fav consumption
resulting from the projected trends.
Total 0il and Fat Consumption (MT)

Study team UPAN recommended

Year ggﬂﬁ_ggiggggg forqpast1 consumption level
1985-86 54,500 56,800 76,300
1590-91 84,700 14,600 84,700

UPAN has made the following projections for oilseed consumplion.

Per capita

conaumption Tolal consumption
Year {kg) GIT)
1685-86 7.5 42,100
1990-91 9.6 59,800

This consumption trend is illustrated in Figure 10.

The annual growth rate of per capita consumption of oilseeds 1is 2.6 per-

cent for the period 1981-82 to 1985-85, and 4.9 percent for the period 1986-87

to 1990-91,

In terms of satisfying the requirements for caloric intake, the projected
trend in per capita consumption patterns for oils, fats, and oilseeds will

:1low for an increase of 99 czlories daily in 19955-86, and 181 calorics daily

in 1990-971.

VI the projected per capita consumption in the UPAN study is multiplied
by projected population levels (based on Appendix E), a smaller total consump-
ti-n is derived. If the total consumpticn forecast by UPAN is divided by pro-
iscted population levels, the resulting per capita consumption levels are 11.1
P oand 14.6 kg for 198%-86 and 1390-917, respectively. The differences between
t e UPAN forecasts and the study team's rorecasts amount to U.5 percent for
“985-86 and 7.7 percent for 1500-91. The stidy team believes thet the UPAN
roooort din owe'l done and trat such diserocancicos are really due Lo the lanlk of
s +ata b oand the approach taken to to- preblem.  Therefere the study Leam
finds no fault in using UPAN's work as a btasis for projected consumption trends
o hotn olls and rats, and oilsecds.



Daily caloric intake Percent of recommended

(calories) intake of 2,200 calories per day
Oils QOils
IEEK and fatg» Oilsceds Totq{ and fats Oilseeds Total
1985-86 248 88 Np 12 291.00 11.3 1.9 13.2
1990-91 219.32 53.92 373.24 14.5 2.5 17.0

Depending on which calorie base is correct (Secticon I), this increase in
caloric intake will bring the daily per capita caloric intake up to a level of
between 91 and 100 percent of recommended levels, without considering any in-
creases ia the consumption of foods high in carbohydrates,

While total caloric intake appears to be reaching the level of meeting
recommended requirements, the level of protein intake is considerably lower.
At present, 68.5 percent of protein requiremonts are being met, of which oil-
seads make up 1.5 percent. From a nutritional standpoint, the Haitian popula-
ticn is mere deficient in the quality of its caloric intake than in the number
¢f calories consumed. It would seem, therefore, that the direct consumption of
oilseeds such as peanuts, and oilseed derivatives such as high-protein soy
flour, would do more to improve the nutritional level of the diet, than consum-
ing these products in the form of processed oil, which has a high caloric con-
L=nt but a low protein level,

In summary, if correct and judicial decisions are made concerning project
planning, considerable benafits to a large segment of the local population will
result, Oilseeds and oils and fats, when consumed in combination with other
fred groups, can make an esaential contribution to the improvement of the
Yaitvian diet.

I-aort Needs

Since there is no possibility of using domestic production of oilseeds to
s »ply the needs of the «dibla oil extraction plant, all requirements of raw

rr-=-:rials for the adible cil seoctor in tha foreseesable future must ccecntinue to



be met through imports. These imports can be in the form of soybeans, crude
soybean oil, semi-refined soybean oil, or some combination thereof.

Given the current caleculaled market size for ediblz oils of 29,500 MT for
1983-80, tne projected growth rates for consumption shown in the preceding sub-
section will result in the following minimum market sizes for 1985-86 and
1990-91: 1

1985-80 36,000 MT
1990~ 49,800 MT

SODEXOL's current crushing capacity limits its output of semi-reflined oil
t  approximately 28,500 M annuallv.  This leaves minimum requirements for oil
imports of 7T,B00 MT per year by 1685-56 and 21,300 MI' per year by 19G0-91,
These impeorts could be in the form of crude soybean oil or semi-refined sovbean
oil, and this oil could be imported either through SODEXOL or through the pri-
vate refiners,

Future @mzrket sizes for lard and lard substitutes can not be determined
duo to the leek of bnowledge abeut the current mrarket size., Given this limita-
ticr, the bhest that can be said iz that all reqiired animal fats for products

pr rassed in Haiti must continue Lo be importel, as has been the case in the

Pr¢ :sin~ and Marketing MNeods

Edible oil processing which currently takes place in Haitl consists of oil
ety ction and ¢il refining, To dszbtz2, extraction of oill from imported soybeans
at t-e SCREXN ., facility has proven to bz an uneconoanicnl venture.,  Although

¢crrvoat eirecumstancea ¢oeld be improved by the development of a domestic market

Lavset siunes are fuartner belew projected consumption

1 el This dif“crentinl is d:= to the use ¢f ths 20,000 MT
o profeeting meoket sizes,  Nearly cne-half of this differ-
e er onasnmer corless for of LT oL o =bont by Lhe moirked
d - Piec s o dD ceners o Dot iee 0
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for the soybean meal produced at this facility, there is no reason to believe
this will happen in the near future. Since SODEXOL is probably functioning as
efficiently as it can given the nature of its operating costs, the operation
will undoubtedly continue. However, it 1is evident that no other extraction
plants should be built,

Refining capacity amounts to approximately 85,000 MT annually in the pri-
vate sector, Only 33 percent of this capacity 1s currently being utilized.
SODEXOL also has the capability to do complete refining at its facility. The
private sector capacity alone can handle the expected market size for edible
oils over the next decade. Therefore no basic needs within this area are
indicated.

No immediate needs in the marketing system for oils and fats are seen by
the study team at this time. The marketing system appears to be efficient in
terms of relative costs.! Margins at the different levels of the marketing
channel are considered minimal and even inadequate in some cases. Average
retail prices, as discussed in Section I, reveal that the consumer has fared
well in this marketing system,

The marketing system is also effective in delivering a quality product to
the consumer at a reasonable price. Given the structure and workings of the
marketing system and the low opportunity cost of labor, there is nothing in the
system that needs dramatic improvement at this time,

Any distortions in the marketing system are caused by SODEXOL's entrance
into the market. Unfortunately there is no immediate solution to this problem
since SODEXOL does exist and will undoubtedly continue to operate. Possible
short-run policy options leading to changes in the current situation are dis-

cussed in Section IV.

1In terms of rescurces that have to be imported and thereby incrszase costs.
T2 resources are raw matvarials, refining materials, equipmoat, fuel, and
vo.nagerial talent.
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If any actions are being contemplated to introduce new methods into the
marketing syvslem, such as the proposed rehabilitation of the Central Market 1In
Port-au-Prince, the consequances of such projects neced to be investigated prior
to undertakinc any action. Such projects are dangerous if conceived and imple-~
manted without thorough knowledge of the system gained through complete market-
ing studies. 1In the absence of these studies, such undertakings will assuredly
cause further distortions in the marketing system and reduce the efficiency and
effectiveness ol the system. Many sueh distortions can be found in marketing
systems in developins countries because of an irrational approach to what some-
one outside of the system considered to be a problem.,

Use of Oilseed_ﬂoals

As far as can be foreseen in the near future, there will be no change in
SUDEXOL's need Lo continue exporting the soybean meal produced at its facility.
However, the availability of considerable quantities of soybean meal in Haiti
cr:=ates two opportunities which should not be ignored for increasing the
nutritional level of the local population.

Tre first is the use of soy flour, a high-protein product, as part of the

.man diet. Since per capita protein intake in Haiti is well below recommended
this approach could lead to an increase in protein intake and help
bring the populaticn closer to an acceptable nutritional level. The blending
cf soy flour into wheat flour should be undertaken to support this effort to-
lards nutritional improvement in Haiti,!

Research into soy flour derivatives =such as TVP, nrotein isolates, and
tpun vegetabla protein should be undartaken so as to determine if such products

can be incorporatad into Lhe Haitian diet over time. These types of products

Tre sugeart Lnis approach, 2 cect-hrnefit study should be carried out on
This will pe odire data bacs and proecesclns zosts dlfferent from

el in this repost.,



would also contribtute to the increase of per capita protein intake and to the
improvement of the general nutritionnl Jevel in Haiti.

The second opportunity deals with the aresr of animal production. The re-
population of the nationa2l swine herd allows the opportunity to change current
producser habits from traditional animal production to intensive animal produc-
tion. Intensive animal production will reguire the use of protein supplements
such as soybecan meal.

Both of these opportunities are long-range prcjects. They will not gen-
ercte a large volums of domestie sales of meal products either immediately or
over the noext decade. However, they do form the bagis fer (1) creating a
domestic market fur soybean meal, and (2) bencfitting the human population
thorugh improved nutritional levels coming from the increased consumption of

vegetable and animal proteins.
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SECTION TV

Policy Actions

It is not possible to discuss how government policies will affect differ-
ent segments of the population, since available information is not sufficient
to allow one to do so. Since the population of Haiti is mainly rural (7% per-
cent) producers and consumars can not be separalted. Tt must be considered that
the majority of the people are both producers and consumers. Therefore, the
necessary approach is to look at the total poliey picture in general,

The overall past policy of the Government of Haiti concerning oilseeds and
edible oils and fats can besl be characterized as being a policy of laissez
faire. This has allowed for the establishment of a competitive processing and
marketing system for edible olls and fats which has well served the consumer
in terms of product type, quality, and price. On the whole, it may be said
that this was a sound approach. However, three specific policy actions of the
GOH ir the edible o0il and fat sector have failed to enhance the overall fune-
tioning of the system and have, in effect, caused market distortions.

The first policy consists of having no policy at all directed towards the
integration of oilseed production into the food crop system. This is in es-
sence a poliey of doing nothing. The second is the establishment of a ceiling
on the price at which the refiner can sell liquid vegetable oil. This may have
been thought to prevent inordinately high oll prices to the consumer. However,
price ceilings generally result in these ceilings becoming the established price
arainst which discounts are given. The results in this case are ever more com-
pi=x because of cthe goverament's third policy action of allowing SODEYOL to
enter the edibi~ oil sector as a quasi-public corporation with monopoly rights

c2r all imports of oilseeds and crude or semi-refined edible vegetable oils.
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It is stated that the basic purpeses of SODEXOL were to encourage domestic
oilseed production and assure a supply of edible oil to consumers. The first
purpose has never materialized, and although the faclility is currently oper-
ating and providing ~dible olls to the market system, it is a high-cost, un-
econonicul cperation.,

These two government policy actions, the introduction of SODEXOL into the
edible oll sector and the establishment of the refiner price celling for re-
tined oil, have combined to produce a detrimental impact on refiners and con-
sumers alike, An ann1y3i31 of the world prices for soybean oil shows that
prices declined from the last quarter of 1980 through the first half of 1983,
A comparison of these world price declines to the average retail price of
edible o©il in Haiti since the beginning of SODEXOL's operations in September
1981 reveals a startling loss within the system. During this period of time it
is calculated that Huitisn consumers paid at least $4.4 million more for edi-
ble oil than if the past system of private refiner imports of semi-refined oil
hai rem:ined intact. Refiners would have been able to maintain adequate mar-
gins amounting to a total of $5.3 million over this time period. 1In all, the
pelicy deciszion to introdure SODEXOL into tie edible oil sector cost the system
nezrly $10 million over a fifteen-month time span,

Even though the consumer was faced with a constant real price for edible
oil in 1976-1983,2 it would be expected that without the above conditions, real
prizes would have actually declined in 1982 and 1983, thereby enabling the con-

s ar to purchase more oil without expending a higher percentage of his income.

Tsce Prices and Margins of Edible 0ils in Secticn I, specifically the
z.ationship hetween world prices and aver:z2 retail prices in Haiti for edible
ol

e . -
«Section I, Conzunptior,
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Calculations reveal that the Haitian consumer would have been able to purchase
nearly one-half kg more edible oils and fats per year than was possible under
the existine system,

It is all well and good to be concerned about the welfare of the Haitian
consunier, but as is evident from the above discussion, the time for concern and
for questions to be asked was four ycars ago before the SODEXOL project was
implemented. All these aspects should have been considered by donor agencies
long before now. At present it 15 too late to try and rectify the situation
since the eristence of all the elements must be aceepted as given.

Considering the scenario thal has been presented in this report, the study
team will set forth in this section a series of policy options for USAID's con-
sideration concerning oilsceds and cdible 0ils.? These policy options are in-
tended to be used as guidance tools, and it should be recognized that within
these specific options, further analyses are required to determine the trade-
offs involved in the implementation of a set of poliecy actions.

Production of Oi]seg@s

Three policy options exist in this area: (1) maintain the status quo,
(2) develop domestic oilseed production for processing into edible oils, and
(3) develep oilseed production for direct consumption as a food product.
The first option describes what has happened in the past, and basically
consists of nepgligence of the entire sector. This is not considered to be a

sound approach to the problem.

it has been and currently is stressed by the World Bank that the only
2fficient and profitatle o0il extraction facilities are those located near a

source of raw materials,

2The discussion will be limited to liquid edible o0ils and will not in-
sl osolid products sueh as lard and lard substitutes. The reassn for this is
wiald, First, there {5 a narrow market for solid preduets.  Seccend, there
Toverament in this area to date. This im-

5 been no direoet
Lesothat the existine cvetenm i3 still effiziontly and efrectively serving the




The second option has been shown to be unfeagsible given the current condi-
tion of the Haitian agricultural seclor. Any policy actions taken in this di-
rectiorn are bvcund to have profound detrimental effecls on the production of
other vital tood products.

The third option is the only teasible approach to ollseed production in
Haiti . Peanuls are the predominant oilseed produced by Haitian farmers and
already comprise a part of the Haitian diet. Therefore, emphasis on peanut
producticn is the only practical choice for undertaking improvemcents in oil-
seed production.  The process of increasing peanut production must be part of
an integrated apprcach to improving the production of all food crops, of which
peanuls make up a small percentage.  This integrated approach must be carried
out under a set of poliey actions intended to raise yield levels for all types
of crops. This implies the use of technical inputs along with improved vari-
eties and improved cultivation techniques.,

Eﬁpduction of HQ}ble 0ils

There are banicually no policy options for the production of edible oils,
since as has been shown in this report, domestic production of ollseeds to
supply raw materials for oil extraction can not be accomplished in Haiti and
therefore the edible oil industry will have to continue to rely on imports of
either soybeans or crude soybean oil. With the existence of both SODEXOL and
private refiners, there is sufficient capacity to handle all refining needs.
Therefore, the only policy considerations in the area of edible oll production
A~21 with price. These policy'options will be addressed in the later subsec-

tison on prices,



Importation of Fdible Oils

Policy oplions concerning the importation of edible oils can be divided
into two categories: PI. 480 imports and commercial imports. Under current
conditions, there are basically only two policy options from which to choose,
both of which involve PL U4B0 imports.

The first policy coption is to supply PL U480 imports of degummed crude
vegetable oil to SODEXOL. SODEXOL would then resell this imported crude oil in
the form of semi-refined oil to the private refiners at the current price of
$1,295 per MT, Selectinn of this policy option would result in no monetary

benefit to SODEXOL, as explained in Scetion I and as shown below:

CIF price crude vepetable oil $ 675/MT
Import duties 223/MT
SODEXOL's required margin ___ﬂggiﬂz
Total costs $1,298/MT

The only way SODEXOL could protit from PL 480 shipments is if the crude
0il were supplied without import “uties or at a CIF price of less than $675
per MT (which is unlikely given the current state of the world market). This
pclicy option will have no effect on consumer prices, either positively or
negatively, 1t will, however, support the GOH (who now owns, or will own in
the near future, over 50 percect of SODEXOL) in maintaining the relative finan-
cial viability of the SODEXCL operation,

The sccond policy option for the importation of PL U480 vegetable oil is to
supply the PL U480 imports directly to the private refiners in the form of semi-
r2fined oil. The consequences of this policy option would undermine the GOH
snd SODEXOL since these direct imports by the refiners wnould replace the oil
~ney currently buy frem SODEXOL, and as a result SODEXOL's unit costs would

LT, If SCoErTh's loasses wore to incrznse any mor2 than at present, this



could give the GOH an extremely bad image as a project manager, and could lead
to conflicts between tha GCH and USAID on other projects.

Whether or not this policy optinn would lowsr consumer prices 1s debatable,
If all edible oil nerded to mect the market demand were imported, a decline of
between 7 and 11 percent in the averase retail priec of edible oil could be
achieved. Howaver, since PL OABC dmports would probably make up less than 25
percent of the total markat demand, the refiners would most likely spread these
imports among their necessary purchases from SODEXOL in order to achleve their

required operating marpins. The expected margines would be as follows:

CL¥ price semi-refinoed vegetable oil $  T00/MT
Import duties __.jzilﬂfz
Total cost of imports CIF $ 931/MT
Refiners direct costs

(inecluding unleading) . $ 167/MT
Refiners indirect costs 244 /MT
Total cost $1,342/MT
Total ons* - barrel $245
blend’ N vaEXL ~281

In this case, tse expucted consumer price decline would be no more than 2 per-
cent, given the fact that the processors often give discounts off the ceiling
price.

There is simply no economic or marketing solution for choosing between
the two opticns presented here concerning the importation of edible oil. The
policy appisonch will have to be 2 political decision,

Intarestingly enougsh, the 40U will face this same dilemma in the near
“uture when coareercial imports of oil will be reguired, in addition to SODEXOL's

onimen oubpet, Lo satioUv the growing il demand for odible oill., The same

N
(o8
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circumstances will apply in this situation, and the decision to be made will be
the same, either import through SCDEXOL or through the private refiners. Since
the GOH is the majority owner of SODEXOL, the decision should be relatively
easy.

Prices

A series of options exists concerning actions on price policy. These op-
tions also include other types of actions which, while price-related, have
other economic implications within the edible oil sector. There are five price
policy options from which to choose: (1) maintain the current situation, (2)
remove the refiner price ceilings while still requiring refiners to purchase
all oil from SODEYOL, and let the market find its own equilibrium price, (3)
retain the refiner price eeiling and allow refiners to purchase semi-refined
oil either from SODEXOL or directly through imports, (#) admit that SODEXOL
was an ill-conceived project, close the fucility, and return to past market
patterns, and (5) reduce import duties on edible oils,

The first policy option allows the current situation in the edible oil
seator to stand unchanged. This option is neither good nor bad. It simply
accepts the situation for what it is and allows it to continue.

The second option, while it may seem attractive to some, would simply
raise prices to consumers, The study team expects the current situation to
result in a new plateau for retail edible o0il prices in the short run, A
decision to apply this second option would simply raise prices to a second,
even higher plateau as SODEXOL's inefficiencies are passed on to the consumer.

The third option holds little promise for elearing out the market distor-
tions caused by the impositisn of SODEXOL on the market syscem for edible oils.
Tnis option would remove the monopolistisc practices imposed by the government

crd oweald farce SOPEXDL to act as a private enterprise operation anl compete
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in the marketplace the same as the private refiners. However, because of the
high-cost nature of the SCDEXOL facility, it will npot be able to compete
arainst imported semi-refined Q”gntahle cils. Therefore, in order to survive,
it will require governmental subsidias. These subsidies, which will have to
continue inta the future, will place a drain on GOH rescurces and will further
jimpair the government's balance of payment position. While the expected bene-
fit of a return to the free market system would be a lowering of consumer
prices, thig will in all probability be offset by an increase in import duties
for semi-refined oil, which the government will find necessary .n order to pay
for the subsidiss to BSODFXOL. Tn the end, the consumer will have gained
nothing.

The fourth option has a large immediate negative impact because of the
loss of total investment in SODEXOL which the GOH must assume. However, this
is a one-time loss, rather than a continuous loss through subsidies to SODEXOL
over time. The return te the free market patterns would benefit consumers
cince the intense price competitiveness of the market would again link the
retail priee of edible oil to world prices, as occurred in the past. HWhile
_nhere arec those who would recoil from the loss of such massive investment, one
qust remember the 10 million loss pointed out earlier in this section which
was caused by SCf “OL's imposition on the system. This loss is equal to two-
t=irds of SODEXOL's stated irvestment cost, and it is expected that this loss
-ittern will recur severzl times over the next decade. Benefits from this

ion, in additicn to the above-stated reduction in marketing system costs,
~i11 be a reductisn of the drain on foreizn exchange, and certainly . Increas2
tax revenues.

Tre Cifth option concerns itself with the import duties on edibla cils.

Cf there iz a return to tre froe market systenm, and if the rece-tly increased
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APPENDIX A

Scope of Work



Identify import, production, consumption trends for fats and oils. Com-
pare and contrast various data sets.

Identify the feasibility of domestic edible oilsced production.

Identify government policies affecting consumption of fats and oils and
the impact of these policies on consuners (urban and rural, by income)
"and farmers. Provide policy guidance with regards to production, import,
and pricing polizies for the Government of Haiti,

Identify data gaps and needs for additional data collection and study.



APPENDIX B

Oilseed Production Data



Oilseed

Benzolive

Peanuts (shelled)
Soybeans

Sesame

Cottonseed

Sunflower (shelled)®
Safflover (shelled)
Rapeseed

Coconut

Palm

Potential Oilseeds

Table 1

Meal Quality

0il Contert
(Percent)
Average Range
25-38
48 45-54
19
50 44-53
22
48
50 .
50
65 60-69
23

High Average Low
x1
x2
X
x3
x4
x3
x3
x6
xb
x6

1Benzolive is only included in this list because of the recent in-

tense interest in this plant.

However it is not considered a feasible

alternative because the meal is unusable due to its high tannin content.

2yhile peanut meal is of high qua.ity, feeding characteristics dic-

tate that it be blended into prepared feeds.

3Lysine deficient.

YBecause of high fiber content and other factors, suitable only for

ruminant animal feed.

50il1 content with hulls, average of 35 percent.



Table 2

Oilseed Prcduction

Peanuts Sesame Cottonseed

Area Yield Production Area Yield Production Area Yield Production
_'z'ei1 (1,000 ha) (kg/ha) (1,000 MT) (7,000 ha) (kg/ha) (1,000 MT) (1,000 ha) (kg/ha) (1,000 MT)
19773-74
1974-75 5122 2.9 5562 2.02 3.02
1975-76 5122 2.2 5562 2.02 3.02
197677 5122 2.0 5562 2.02 3.02
7 7-78 2.0
150 5-79 2.03 13 230 3.0
1976-80 2.0 13 230 2.0
198281 2.0 13 310 4.0

10ctober-September year.
2Three—ycar average.
30NAPI gives a production of 17,000 MT for this year.
Sources: World Bank
Zukevas

OHAPI
USDA



Table 3

Oilseed Production

Peanuts Cotton Sesame

Area Yield Production Area Yield Production Area Yield Production
Yeap | (ha) (kg/ha) (MT) (ha) (kg/ha) (MT) (ha) (kg/ha) (MT)
107677 27,975 581 16,226 9,156 Loo 3,662
1977~78 41,339 600 24,803 12,468 Loo 4,532
1978-79 47,062 720 33,868 13,626 410 5,589 13,887 297 4,125
1979-80 - - -
19560-8 1 - - -

1October—September year.

Sources: DARNDR, Plan Quinguennal du Secteur Agricole 1981-86
Service de Statistiques Agricoles
USAID



Table 4

1979 Yield Under Different Cultural Practices

Crop

Peanuts

Cotton

Sesame

Source:

(kg/ha)
Mixed Culture Monoculture
580 870
360 510
287 361

Service ce Statistiques Agricoles
Service d'Economie Rurale et de Statistiques
Agricoles



Table 5

Total Land Under Cultivation

(ha)
Year Total Ten Major Cr‘ops1
1976-717 1,247,835 886,962
1977-78 1,060,455 969,575
1978-79 1,173,000 979,143

1Corn, millet, rice, beans, peanuts, bananas, potatoes,
colfee, sugarcane, cotton.

Source: Service de Statistiques Agricoles



Table 6
Land Area

(1,000 ha)

Total land

Arable land
Permanent crops
Annual crops

Permanent pasture

Forest

Other

Source: Zukevas

2,756

860

655
235

1,006

330
530



Table 7
Area, Yield, and Production’

Major Oilseeds by Main Producers

Average 19771/78-1981/% 1982/877 1983/843
Country Areal 1e1d” Prod? Area “Yteld Prod Arca Y{eld Prod
Soyteans:
United States 26,409 1,938 52,177 28,645 2,103 61,969 25,11 1,907 506,171
Brazil 8,300 1,517 12,504 8,600 1,719 1,750 8,700 1,724 15,000
China 7,298 1,084 7,699 8,514 1,013 9,020 8,100 1,173 9,500
hrzentina 1,721 2,005 3,520 2,118 1,65¢% 3,500 2,250 1,956 4,400
Paraguay 370 1,055 5N 350 1,029 500 420 1,688 625
Others 4, 2u6 1,121 RN 4,597 1,117 5,409 h,78% 1,182 5,657
Total 48, 344 1,668 82,050 52,721 1,804 94,158 49,389 1,728 85,353
Cettonsend:
USSR 3,087 . 1L,579 4,874 3,168 1,568 5,000 3,200 1,504 5,100
Chiua U, RiH 955 4,852 5,828 1,235 1,196 5,850 1,265 7,400
United States 5,366 904 4,797 3,937 1,093 L, 304 3,016 a9l 2,039
India 7,891 337 2,653 7,966 335 2,670 8,000 346 2,770
Pakistan 2,028 639 1,297 2,262 701 1,586 2,260 752 1,700
Othzrs Q,58% 736 7,052 9,025 121 6,567 9,357 797 7,087
Total 32,763 778 25,5C6 32,216 B8 27,323 31,683 8:8 26,366
Peanut:
India 7,175 845 6,061 7,300 753 5,500 7,400 851 €,3n0
China 2,068 1,410 2,915 2,16 1,621 3,916 2,400 1,625 3,900
Uniced States 602 2,704 1,627 516 3,02% 1,961 518 2,949 1,502
Seneygal 1,084 100 759 1,082 883 §55 1,000 950 950
Sudan 945 G35 902 1,010 990 1,000 1,000 1,000 1,000
Eraztl 2h5 1,473 350 200 1,125 225 200 1,300 260
South Alrica 231 1,085 250 191 51y 79 220 1,213 280
Others 5,217 8580 I,502 4,871 897 n,370 5,002 971 4,607
Toral 17,667 993 17,447 17,586 1,001 17,606 17,760 1,063 18,883
Sur.flower Seed:
USSR 4,61 1,117 5,160 4,250 1,247 5,300 4,250 1,254 5,500
Argentina 1,653 938 1,550 1,800 1,196 2,200 1,950 1,179 2,300
United Statea 1,507 1,382 2,082 2,054 1,296 2,661 1,276 1,501 1,215
Somanta 512 1,h18 553 503 1,h76 843 65 1,613 750
dulgarla 2t2 1,689 Lo 255 1,988 507 255 1,900 505
Gihars 3,391 1,084 3,692 L, 3LB 1,170 5,088 4,789 1,229 5,838
T--al 11,715 1,172 13,740 13,250 1,252 16,569 12,685 1,298 16,858
Ripeoened:
Indla 3,810 433 1,861 4,369 575 2,500 4,400 568 2,500
“hina 2,3L5 827 2,380 4,122 1,372 5,656 3,760 1,351 5,000
Tanada , 233 1,182 2,640 AN 1,231 2,114 2,242 1,249 2,860
Poland 303 1,783 546 258 1,674 W32 245 2,00 588
France 323 2,204 712 476 2,426 1,155 Le7 2,298 1,073
Gthers 1,603 1,415 2,297 1,945 1,613 3,134 2,253 1,557 3,507
foual 11,157 936 10,429 12,868 1,105 14,999 13,307 1,162 19,468

1Splic year Includas northarn hemisphere crop harvested in the late months of the first year shown
tnad with southern healsphere and certain northern hemlsphere crops harvested in the early months of
e following year,
ZPrvleinnry.

3Forecast.

Yra 1,000 ha.



APPENDIX C

Import Data



Table 1

Imports of Vegetable 0ils

(MT)
Concessional
Year (PL 480) Commercial Total
1973-74 oo 8,600 9,000
1974-75 540 11,060 11,600
1975-76 4,212 12,500 16,712
1976-77 6,765 12,110 18,875
1977-78 5,957 12,936 18,893
1978-79 3,900 18,004 21,904
1979-80 5,132 21,329 26,461
1980-81 1,656 23,300 24,956
1981-82 2,892
1982-83 9,356
1983--84 1,073]

TFirst quarter,

Source: USAID



Table 2

Imports of Vegetable Oils

Quantitvy Value Cost per MT Cost per pound
Year (MT) ($1,000) (%) (cents)
1970-71 10,011.6 3,284.8 328.10 14.9
1971-72 12,529.7 3,284.8 216.16 11.9
1972-73 8,096.6 2,792.6 344,91 15.6
1973-74 5,799.4 5,343.5 921.39 41.8
197475 5,537.3 5,535.0 999.59 N5.4
1975-76 17,286.5 10,047 .4 581.23 26.4
1976-77 15,897.8 10,669.8 671.15 30.5
1977-78 i2,984.2 8,200.7 631.59 28.7
1978-79 18,005.7 12,493.1 693.84 31.5

1979-80

Source:  ONAPI



Year

1970-T1
1971-72
1972-13
1973-74
1974-75
1975-76
1976-77
1977-178
1978-79
1979-80
1980-81
1981-82
1982-83

Source:

Table 3

Imports of Vegetable 0Oils

(MT)
Total Cottonseed
Soybean 0il Olive 0il 0il Palm 0Oil

15,401 271 57 150
12,056 810 46 -
17,409 136 - -
20,388 496 - -
22,719 419 - -

ONAPT

Administration Générale des

Douanes

Other
Vegetable
Oils

56

4y3
hy2

199

Total
Vegetable
Oils

10,012
12,530

8,097

5,799

5,537
17,287
15,935
12,912
17,988
21,326

23,247



Table U
Imports of Soybean 0il

(MT)

Year U.S. Soybean 0il
1976-717 15,401
1977-78 ‘ 14,000
1978--79 19,000
1979-80 23,000
1980--81 18,000
1981-82 7,491
1982-83 13,041

Source: USDA



Table §

Imports of Vegetable 0Oils

(MT)

Total U.S.

Scybean Soybean
Year oi1 oil
1967 4,513
1968 7,250
1969 6,754
L1070 74155
1471 8,842
1972 10,996
1973 7,063
1974 7,662
1975 12,080
1976 15,591
1977 15,516
1978 14,381
1979 18,960
1920 22,924
1981 18,398

Source: I.S. Joseph Company
UsSDA

oo g



Table 6
SODEXOL Imports

(MT)

Soybean Qil

Year Soybeans (Crude)
19£1-82 81,500 5,700
1982-83 78,500 13,500

Source: SODEXOL



1976577
197€-79
1979-80
1980-81

Source:

Table 7
Cost of Imports
Soybean 0il

($/MT)

672.35
691.24
781.99

717.21

Administration Générale

des Douanes



Table 8

Imports of Animal Fats and Tallows

(MT)
Processed
Products Containing
Arimal Fats and Vegetable Oile

Year Tallows and Animal Fats
1970-T71 8,035 65.0
1971-72 4,023 65.1
1972-73 3,679 150.8
1973-T74 6,016 112.3
1974-75 4,119 192.5
1975-7¢ 11,089 95.9
1976-717 10,982 480.1
1977--75 12,849 218.2
1978--79 10,471 425.3
1973-80 8it5.5
1980-81 13,475 937.4
1981-82 1,102

Scurce: ONAPI
Administration Générale des Douanes
Walker



Year

197C .71
1971-72
1972-173
1973-74
1974-75
1975-76
1976-77
1977-178
1978-79
1979-80
1980-81
1981-82

Source:

Vegetable Oils
($1,000)

3,281,

3,986.:

2,792.

5,343.

12,493.

16,841,

Banque de la
ONAPI

8

)
[

(8]

A

République d'Haiti

Table 9

Value of Imports

2,003.
1,305.
1,175.
2,894,
2,217.

4,884,

u739u-

5,071,

5,910,

9,868.

Animal Fats
{$1,000)

4

8

8

Processed
Products
($1,000)
24,
28,
83.
83.
173.
85.
387.
176.

387.

740,

2

3

Total Value
All Imports

($ Million)

16.66
13.44
18.79
24,40
28.10

29.88

Il ’



Table 10
Total Value of All Imports
Animal Fats and Vegetable QOils

(3 Milliom)

1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981

Source: World Bank

2.7
3.5
5.3

5.3

8.3

7.9
15.1
16.6
13.4
18.8
24.4

25 .8



Appendix D

Processing Data



Refingi

Usine a Manteque
de Port-au-Prince (USMAN)

Huilerie Nationale S.A.
(HUNASA)

International Tank
Terminal (1TT)

S1DGO
Fabrique National de
Détergent et de Savons

(FABNAD)

Huilerie HaItienne!
(LINSA group)

Huilerie Tropicale

Huilerie Caraibe?

Table 1

Private Sector Refiners

Production Capacity
(MT/month)

3,200
1,900
750

350

1,000

N/A

0il Storage
(MT)

2,000

1,400

1,300

900

10,000

N/A

N/A

IThe study team has been informed that Huilerie Haftienne has no
refinery line as such, but simply packages oil.

2This refinery handles exclusively lard.

Saurce: Walker, Study Team



Table 2

Production Capacities - SODEXOL

Current Effective Capacity
Operating Compared to
Engineered (Effective) Enginecred
Capacity Capacity Capacity
Process (HT/day) {MT/month) [¢3)
Extraction (Oilseeds) 50 11,000 80 (89)1
Refining (0il) 110 3,300 100 (109)?

Storage Capacity (MT)

Qilseeds 11,000
Meal 8,000
0il 5,500

‘Calculated on an operating year of 330 days, which allows for a
10 percent downtire for maintenance (normally required for extraction
and refining plants outside of industrialized countries).

Source: SCDEXCL



Table 3

Sales Volume - SODEXOL

(MT)
Year Sales 0il from Extraction 0il from Crude
1982 20,000 12,500 7,500
1983 2l ,000! 13,500 10,500

'Current sales for 1983-84 are at the rate of 2,300 MT per month.

Source: SODEXOL



Table U

0il Production -~ SODEXQOL

0il Refined from
Imported Seeds

Month

8/81 - 9/81
107861
11781
12/81
1/82
2/82
3/82
/82
5/82
6/82
7/82
3/82

9/32

Source: Walker
Price-%Waterhouse

(1)
716
580
807
887

1,661
828

1,599

1,628

1,054

1,058

13,633

0il Refined from
Imported Crude 0il
(MT)

2,200

1,235

2,279

5,714

e



Year

1976-77
1977-78
1978-79
1979-80
1980-81
1981-82

Source:

Table 5
Private Sector Processing Volumes
(1,000 MT)
Edible
Vegatable

0ils
12.4

12.6

19.3

18.9

24 .4

20.4

Walker
ONAPI

Lard
2.5
2.3
2.6
3.3
3.0

2'5



Year

1970
1971
1972
1973
1074
1975
1976
1977
1978
1979
1980
1981

1982

Table 6
Private Sector Processing Volumes

(1,000 M1)

Edible Vegetable Oils

19.3
18.9
2“ -5

171

Edib{g_Fats

1.5
2.0
2.1
1.5
2.1
3.5
4.8

5.0



Year
1978
1979
1980
1981

Source:

Table 7T
Processing Volumes

(MT)

Edible Vegetable Qils

Amount Amount
Processed  Distributed
16,128.8 15,684 9
16,324.8 15,583.2
24,101.4 22,901.1
34,£66.3 33,649.8

Département du Plan

L.ard
Amount Amount
Processed 2}§tributeq
2,014.9 2,269.7
3,927.2 2,438.8
3,600.9 3,136.3
3,134.0 3,057.3



Appendix E

Consumption Data



Year

1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1970
1977
1978
1979
1980
1981
1982

Year

196071
1971-82
Total

Year

1960
1971
1982

Source:

Table 1

Population

(1,000)
EPEEL Rural
3,623 3,054
3,679 3,087
3,736 3,120
3,796 3,152
3,852 3,186
3,912 3,219
3,972 3,251
4,034 3,285
4,098 3,319
“,163 3,353
4,235 3,390
4,315 3,435
4,368 3,458
4, 440 3,494
4,514 3,532
4,584 3,565
4,668 3,608
4,730 3,633
b,793 3,657
4,857 3,682
4,921 3,705
4,988 3,729
5,054 3,753

Annual Growth Rates

(Percent)

Total Rural
1.6 1.0
1.5 0.8
1.5 1.0

Population Distribution

(Percent)

Rural
84,3
79.6
74.3
vas
=tonub Haftian de Statistijue ot
LLrormani ue

Urban

569
592
616
641
6656
693
721
749
779
810
845
880
910
9146
982
1,019
1,060
1,097
1,136
1,175
1,216
1,259
1,301

Urban

W ww
@ WO

Urban

15.7
20.4
25.7



Table 2

Population in Major Metropolitan Area: Port-au-Prince

Population % of Total % of Urban
Year (1,000) Population Population
1971 49y 11.4 56.1
1982 720 14,2 55.3

Source: Zukevas
ONAPI

e
A



Table 3

Gross National Income

Per Capita

(Gourdes)
Constant
Year Current (1976)
1975 872 853
1976 934 934
19717 975 908
1978 989 948
1979 1,140 997
1980 1,392 1,031
1991 1,524 973
1982 1,623 960

TWorld Bank estimates place average per
ecapita income at @ 985 for 1976. Other esti-
mates (Zukevas) place per capita income at
$162 for 1975, with 396 for rural sector and
$385 for urban sector.

Source: Vorld Bank
Zukevas

—
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Table 4

Gross Domestic Product Per Capita

Constant Prices

Year Current Prices (1955)
1960 317 gel)}
1961 368 o2
1962 377 427
1963 349 42
16964 iple) 4oo
1965 451 p2
1966 yns 394
1967 458 379
1968 L4yg 335
16969 471 354
1979 431 389
1971 516 4o7
1972 530 oo
1673 674 411
1974 772 413
1675 945 417
1976 1,105 oy
1977 995 431
1678 1,0%5 y48
19779 1,852 h50
1980 1,541 512
1957 1,640 g6
1682 lay

Source: VWorld Bank
Fi.o

Ziliey =



Table 5

Prctein Intake

1980-81
Percent of
Food Product Average Daily Intake
Cereal grains 37.0
Legumes and pulses 28.0
Roots. tubers, and bananas 5.6
Oilseeds 1.5
Vegetables 3.2
Fruits 5.1
Meat 9.0
Fish 4.6
Ezgs 0.7
Milk and dairy products 2.9
Coffee and cocoa 2.4
100.0
Average daily intake per capita 1.1 ¢
Recommended daily intake per capita 60.0 g

Source: UPAN



Table 6
World Soybean 0il Consumption

(1,000 MT)

Country 1973-T8 197H-T5  107€-70 1970-77 1677278 157879 1679-8C 19R0-A1 1981-82  1982-87
Unitea States 3,302 2,586 3,612 3,004 3,752 L,056 W,G7u LI d] 4,305 I, han
Brazil T 702 gon 1,000 1,110 1,314 1,06 IRER 1,408 1,550
Japan 510 Ly 512 547 Lol €09 610 (30 669 725
Intia 22 7 62 Lro Ley hay T8 100 L 623
China, Mulnland 513 Lo 502 L 544 b9 500 Lae, 514 U7y
Germany, FGR 439 3u2 405 320 493 Wi Leh Ll LY a7
Iran 181 151 23 1683 328 23 20N 360 363 ui3
“eviet Unfon %9 47 303 367 223 213 2 30k 390 353
Mecico 1£9 170 104 1698 164 174 2493 320 360 205
Italy 37 363 319 20l 250 any 759 207 233 213
Faxising 115 X] 102 195 181 200 173 ol N2 ol
Tiooalavia ey 120 94 Lo 63 e 1050 115 112 oon
Nesieelands 163 125 115 170 aur R 240 167 215 Py
Ursted Pingiom 175 152 188 166 265 2:6 ] 205 2514 164
fninn, Tulwan £3 112 127 140 102 13 139 156 1 170
Tarada 139 124 15 140 162 1£3 147 150 149 1455
Morocco 6o 78 85 140 130 140 110 124 161 "o
Poray €8 57 66 16 74 i ] ] " 132
ColoTiia N 35 3N 51 62 92 100 104 134 13
6 70 63 12 30 51 1 129 131 130
67 ug 66 73 71 53 a7 1m 116 116
22 20 by 2 40 ho 53 107 a6 109
s 35 57 T4 54 73 83 117 102 84 qly
Yranen 59 69 9t 100 108 107 164 115 105 tia
Eacea, Fopo of 3 5 18 15 26 U6 el nh 77 QN
fiatn 200 246 203 141 104 101 11 104 100 S
Cerpany, Fast 13 9 1h 49 34 3 L (&) &5 6
Iarael A4 82 &C Sy ] (i €0 78 G0 83
Cnlle 51 Q3 39 ) 54 8} 0 81 & e
Aruentina 10 (e 19 33 ug 2 L5 ) an &n
Conmark Ly 4o ) 54 59 73 549 kot 78 79
Coezuela 13 i 0 9 24 4 s 65 €5 o
Nigaria 0 0 0 17 61 4y 63 26 62 70
iuntsla 61 54 2 10 34 £2 £ 117 5 €5
“oland 35 26 34 23 9 (o £ v g i €2
Jamden 43 Ly 4y 56 5 63 (2 49 0 £
“hnaser 14 9 27 21 ity 34 <7 i3 50 53
~zren, North 2 28 3 KN K] £0 4z 30 Ly i
torvay 3% 651 [ EL] D] un LE uy 48 L9
teetria o5 23 36 39 B 4y ii5 39 Ly a8
" onican Rep, 11 19 22 10 17 16 &3 Ly L u3
Yoo ladesh 395 R 45 4 19 2 th 23 457 iy
coralla 19 24 43 39 38 33 h3 40 45 kb
dant 5 5 16 15 12 19 25 23 28 38
Ttitppines 0 2 2 2 y 6 8 6 i 10

e
[UNIOFS

Ltee



APPENDIX F

Price and Cost Data



Table 1

Consumer Price Index!

Year 1970 = 100 1976 = 100
1960 76.0

1961 78.9

1962 78.1

1963 81.8

1964 89.4

1565 91.L

19606 98.9

1967 96. 1

1968 97.3

1969 98.7

1970 100.0

1971 109.5

1972 113.1

1973 138.8

1974 159.5

1975 186.3

13976 190 1 100.0
1977 214.2 107.4
1978 208.0 104.3
1979 . 228.1 1144
1980 ///%z\\\xgé@.z 135.0
1981 312.3 156.6
1982 337.2 169.1

YCPI for Port-au-Prince weights: food 68.5%,
clothing 19.53%, housing 11.91%.

Source: Zukevas
Département du Plan



Table 2

Average Retail Prices in PAP

(Gourdes)
Lard? 0il
{Pound) {Liter)

1948 Base 2.9 3.50
1977 Jan 3.00 5.00
Feb 3.00 5.00

far 3.00 .10

Apr 3.00 5.50

May 3.00 5.50

Jun 3.00 5.50

Jul 3.00 5.60

Aug 3.00 5.10

Sep 3.00 5.00

Oct 3.00 h.70

Nov 3.00 5.10

Dec 3.00 5.20

1978 Jan 3.00 5.50
Feb 3.00 5.80

Marp 3.00 6.00

Apr 3.0 5.80

Moy 3.09 5.70

Jun 3.00 5.90

Jul 3.00 5.80

Aug 3.00 5.80

Sep 3.00 5.80

Cot 3.00 6,00

Nev 3.00 6.10

Dec 3.00 6.10

1979 Jan 3.00 5.90
Feb 3.00 5.90

Mar 3.00 5.¢0

Apr 3.00 5.90

May 3.00 5.90

Jun 3.00 6.00

Jul .00 5.0

Aup CRA 6.50

aop 3,00 6.0

T 3.C0 5.00

Nov 3.00 6.70

Dee 3.00 6.30



1980

1981

1982

1983

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug,
Sep
Oct
Nov
Dec

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Jan
Feb
Mar
Apr
May
Jun

Table 2 (continued)

Lard?
(Pound)

B S N~ S . S N -~ S

= = = =

(2R R ) IS S gt i

- oo twwwUTUmuU O

)
b,

.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00

.00
.00
.00
.00
.00
-33
.00
.09
.95
.00
.00
.00

.00
.00
.00
.00
.25
.25
.20
.00
.00
.00
.00
.00

.00
.00

00

.59
.50
.00

0il

(Liter)

6.40
6.50
6.65
6.75
7.00
7.25
7.35
7.46
7.43
7.40
1,37
7.41

6.75
7.20
6.00
6.00
6.00
6.08
T.45
7.45
7.89
8.22
7.86
7.85

7.92
8.03
8.07
8.17
8.15
8.10
8.22
8.29
8.29
8.29
8.29
8.29

6.00
6.00
6.02
6.17
6.11
6.00



Table 3

Maximum Refinery Prices as Fixed by Government

Refined Vegetable 01l

($/56-gallon drum)

1981-82
1982-83
1983-84

Source: Walker
Study Team

Price

225

225

293



Table 4

Fixed SODEXOL Prices

Scmi- Ref'ined 01l

($/MT)
Year Price
1981-82 950!
1982-83 950
1983-84 1,295

Yprice-Waterhouse audit gives the unit
sales price as $947.60, which is the sales
price minus sales expenses ($988.66 - $41.06 =
$947.60).

Source: Walker
Study Tean
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January
February
March
April
May

June
July
August
September
October
November
December
Average

Source:

Average Prices of Edible Peanuts (HPS) Shelled

Table 8

U.S. Runners CIF U.K.
1978 1979 1980 1981
----------------- ($/MT) e e ¢/1b
90 840 940 2,300 104.33
890 829 965 2,325 104 .46
875 825 957 2,175 98.66
875 843 que 2,156 97.81
879 865 unqg. 2,210 100.24
879 865 unq 1,888 85.64
878 895 945 1,600 72.58
875 885 945 1,448 65.68
872 867 1,085 1,260 57.15
860 867 1,225 1,099 49.85
869 875 1,225 991 44,96
853 867 2,300 984 hy.62
875 860 1,154 1,703 7717



Table 9

Proceasor 0il Price Without Discounts

($/barrel)
Month Price
1981 Jan 224
Feb 224
Mar 224
Apr 224
May 224
Jun 225
Jul 225
Aug 5
Sep 22%
Qct 225
Nov 225
Dec 225
1982 Jan -
Feb -
Mar 225
Apr 225
My 225
Jun 225
Jul 225
Aug 225
Sen 275
Oct 25
Nov 229
Den 2:0
1983 Jan 220
Feb 220
Mar 220
Apr 220
May 273.5
Jun 227
Jul 226
Aug 275
Sop o
Oct 293
e 293

Scuarce:  Study Tean

B iy



Table 10

Calculated Private-Sector Hefining‘ Packaging, and
Distribution Costs

($/MT)
Processing lLoss 22.002
Direct Costs 112.19
Total Direct Costs 134.193

TRased on 1981 data.

2Processing loss of U4 percent based on value
of $550/4T for scmi-refined oil.

3Doss not include indirect (overhead) costs.



Table 11
Calculated SODEXOL FExtraction and Refining Margins

($/MT Soybeans)

Year Category Margin

1981-82 Actual Orcrations
Realized margin on all operations 60.24
Required margin to cover direct processing costs 68.18
Required margin Lo cover dir<et and administrative costs 91.77
Required marein Lo cover cdirect, administrative, and
financi- 124.70
Required rn-oepe cover all costs and minimum return
on investron! .63

1582-83 Prico-Waterho e Trodontions
Realized mars.y on ell cperations1 93.57
Keguived margin to cover direct prececsing costs 57.50
Keauired marpin to cenver direct and administrative costs 68.89
Reguired maregin tn cover direct, administrative, and

fininoial costs 85.71
Regquired marsin to cover all costls and minimuan return

on investment 103.48

1282.63 Realis e Moo

iwed anoall ep-orationss -
Woguired rorein to ooys »odireat pracocsing costs 6l .5
cavered marcia to cover direst =l administritive costs 79.85

Reavired maryin Lo cover direct, aaninistrative, and

finanecial cosls 107.91
Required v oein to cover o1l ceocts and minimun return

Ao ilovennoe L 131.79

11t sho0ld be neoted fhat SODEXD, did net meet the tonnage expectaticns of

“rice-tnbtertic ' of appre cimately 105,500 M.

2Calculat -1 by study team based on ZODEYIL's imports of only 7

3 8,500 MT of
yheans rath o than Priga-Wenerhiuso's prof-ated level of 105,500 %

s
MT.

. S - B . . Wl L -y -t |
arposst . r to enlo e wouh oavellanlo avan
ror o Uris orionae

. oY - ey
L2000



Table 12
SODEXDL Cost Structure
1a81-82

(/M7 Soybeans)

Revenue
0.175 MT semi-refined oil
0.800 MT soybean meal

Total revenue

Cost of soybeans

Realized margin

All cosis

Profit or loss

Source: Price-Waterhouse
Study Team
Table 11, Appendix F

172.91
158.83
331.74

-271.50

60.24

-124.70

- 64,546




Table 13
SODEXO0I, Cost Structure
1981-82

($/MT Semi-Refined 0il Produced)

Revenue

1 MT semi-refined oil 988.06

H.5714 MT soybean menl 907.611
Total revenaoe 1,865.67
Cost of sovybeans ~1,551.U31
Realized margin RETYIEL)
All costs ~T12.57
Profit or loos J§657§§

1Conversion factors: 1 MT of semi-refined oil requires
5.7143 MT of soybeans, which results in 4.5714 MT of soybean
meal.

Source: Price-Watarhouse
tucy Team

Table 11, Appendix F



Table 14
Margin Requirement

Imported Soybean 0il as Replacement for Soybeans

SODEXOL
Required Margin
Calculated Required per MT of Crude
MT of Soybeans Average Margin 0il Imported
Commodity Replaced ($/MT Soybeans) ($)
Crude oil 5.4052 73.09 395.05
Semi-refined oil 5.7143 73.09 417.64

YAverage required margin between 105,500 MT and 160,000 MT ($85.71/MT at
105,500 MT and $60.46/MT at 160,000 MT - required level to supply market with
oilj.

2Crude oil extraction at 18.5 percent.

3Semi-refined oil extraction at 17.5 percent.

Source: Study Team
Table 11, Appendix F
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Table 15

Expected Co:st Structure of SODEXOL
at Current Prices

December 1083

($/MT of Soybeans Processed)

Revenue
0.175 MT semi-refined oil a*t $1,295/MT
0.300 MT soybean meal at $215.80/MT1
Total revenue
Cost of soybeans2
Margin
Expaected averags cost per MT

226.63
172.64
399.27
-33h.22
65.05
-73.09

~8.04

1Rased on CHGT January market close, December 7.

2Baced on & conservitive basis of $8.24 per bushel
soybeans FOR Gulf port plus freight. Calculations made
from CHOT January soybean market c¢lose, December 7 (57.64)

plus estimated buois (LD.50).

Source:  Study Tean

Tuble 11, Appeniix F



Table 106

Government Duties on Imported Sovbeans and Soybean 0il

Year Commod:ty Duty
Up through 1982 Soybeans N/A
Edible oil Import tax $ 60.40/MT
Régie du Tabac $ 21.60/MT
Excise tax $ 24.00/MT
$106.00/MT]
1983 ' Soybeans N/A
Edible oil 33 percent of CIF value?

TThe excise tax of $24 was removed in late 1982 and the $i106.00 was
reduced to 332.

2Quoted by the Embassy PL 480 office as 33 percent, quoted by SODEXOL
as 34 percent plus $22 for the Régie du Tabac, quoted by private sector as

34 percent,

Source: Study Team



Appendix G

Conversion Factors



Conversion

$1

1 kg

11b

1 MT

1 short ton
1 gal

1 liter oil
1 liter oil
1 gloss

1 acre

1 ha

1 barrel oil

5.466 barrels oil

1 gal oil

i1

Factors

%5

2.204 1b
0.454 kg
2,204 1b
2,000 1b
3.8 liter
1.82 1b
858 g
0.10 liter
0.4 ha
2.5 acres
56 gal

1 MT

7.2 1b
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