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ANALYSIS OF THE PRESENT AND FUTURE SITUATION OF THE OIL
AND FAT INDUSTRY OF VENEZUELA

INTRODUGTION

Since the time of the dlscovery of Latin Amerlca 'this continent
was mostly used as a source for agrlcultural and raw material needs
of its mother countries and later on it served the same purpose for the
developed continents: Europe and North Amerlca. At the same time it
was a giant market for their more elaborated 1ndustr1al products. It
is generally accepted that the_welfare of a nation depends part on its
natural resources but more than that on the degree of industrialization,
as the finished products have usually more added value than fhe raw
products and therefore they add mere to the national income per
working hour than the raw haterials, especielly4the agrieultural products.
This prejudice against agricuitural production ofiginates from the time
when agricultural work was earried out only with the help of animals
and requlred many and very hard worklng days by the farmer. During the
lagt 50 years a great number of agrlcultural machlnery was developed,
simple enough to be handled everywhere and at a relatlvely low cost,
in the reach of the middle farmer or even, w1th the help of credits or
co—operatlves to the small farmer. Durlng the last 10 or 20 years
chemical products, herbicides and defoliiants were added to the
instrumentarium of the farmer allow1ng him to use the machinery also for
works in the field and for those whlch before had to be accomplished
by hand. 8o, it happened that he abandoned crops which are '
difficult to mechanize and preferred others for which he could earry
out the works with 1ittle'help° The working days and the result of
his effort is very different today compared with what it was at the
beginning of the century,‘ahd it will be developed even further in the
same dlrectlontowardsthe 1ndustr1allzatlon of the farm. The basis
of the oil and fat industry is the productlon of the oil seeds, as
it is generally impractical to 1mport oil seed to a developing country

and then to reexport it in form of oil and meal. Therefore, when
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analising the possibilities of development of the oil and fat industry
in Latin America more than it is now, we have also to preview the
possible production of oil seeds in that area within the next 10 to
30 years as a basis of the development of this same industry.

As I know the' goals, p0551b111t1es and’ problems of Venezuela
more specifically than the ones of thé other Latin American countries,
I will analyse the foreseeable development of the comlng decades..
trylng to find the beneflts. constralnts, nécess1t1es and limits of
the further industrialization in ‘this part ‘of the subcontlnent. Looklng
at Latin America’ from out51de, one would thlnk that all 1ts countrles
‘have a similar economic and’ polltlcal pattern. In reallty they are
very different politically, on “the soéial and educatlonal level, ‘in
the riches of their natural resources and in their economy. Therefore,
one -could easxly find that what ‘is true for Venesuela w111 not'hecessarlly
apply to other countries, not eVen nelvhbourlng countrzes.- There are.
however, some common parameters, as for example the hlgh populatlon o
1ncreare, with more than 50 per cent share of the under 25 ynar olds,-
whlch in turn assure the contlnulng 1ncrease 1n pcpulatlcn in the perlod
to: be treated, especially as generally speaklng Latzn Amerlca has the
space avallable to accommodate several times the populatlon of today.
The climate 1s generarly troplcal or sub-troplcal ‘with mountalns, but
huge plalns stlll unused. The standard of 11v1ng ‘of the b1g masses '
is generally low, although in dlfferent _degrees, g0 that an 1ncrease
in income wlll mostly exchange in food hence the per caplta
consumptlon of vegetable 0ils and fats w111 1ncrease in an accelerated
rhythm. Therefore, the flrst aim of the development wlll be the
1ndependence of 1mports of oils from abroad and only then one can
think ‘of exportlng vegetable oils. Thls progress can be very rapld
.1n -some of the countrles, as in Brazil that is currently exportlng '
soya besn 0il and cake outzide Latin Amerlca after only a few years
of 1ntens1ve cultlvatlon._ “Other countr;es.requlre more 1ncent1ves to
reach the same level. - LT T e
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Since 1973, Venezuelan economy las undergone a radical change&
The multiplied mineral oil pr;ces;falsaumnltiplied‘the,quantity‘of
foreign ‘exchange and the'monetary.resources at,tﬁe govefnmept;s disposal
is -spent mostly in the national -economy. -The disposability of more
money than before resulted im'# big demand-of godds;oﬁe;changigg,the
national pfoduction capacity, -the.transport: system, the ports, the .
commerce and produced together -.with the worldwide inflation a national
inflation, which the governmént tried to control -by fixing the.prices
for most of the important products of daily consumption, between. )
others the price for edible oilsvand;oilﬁproducts.-,At the same time and
in order to stimulate the agrarian produchtion, the government increased
the prices of oil seeds. As the‘fixedi:consumer price needs subsidy
the import of o0il and oil seeds was taken over by the government,
changing the commercial pattern of .the: oil industry considerably.
The priyate industry does not always react-in.the .way the government
would like it to do. Therefore, the near future of that industry
depends partly on the political situation,-but-in the next future,
the development as seen by the: government and. the private industry
as logical consequences of. facts, will converge again. .The future
is only to some extent formed by elaborate projecting but on the:othen_;
part it is the resqlt of the past and present. Therefore, we have '
to briefly examine the actual situation of the Venezuelan production. .. -
of edible oils and fats, before taking a view of the future...: =,

s wad o
sTHE- INLAND MARKET

The population of Venezuela increased about 41 per cent from 1956 to
1966 and another 37 per ceat from 1966 to 1976 That meahs that gn 28
years the population bas about dépbléd. For the next 10 to.20 years the
increase will be somewhat lower because of family planning, but
nevertheless an inbrease of .about 30 per cent can dbe estimated for each
of the coming decades. We also have .to take into consideration the
inmigratory forces exercised by the wealth.of the nationg but this should
not change our esfimation.too much, i.e. instead of 30 per cent, the
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1ncrement 1n populatlon could be 33, may be 35 per cent. The population
of Venezuela is rather young. About 72 per cent is under 30 years old.
Compared to the 1ncrease in populatlon, the consumptlon of 011, fat
and margerlne has doubled since 1972. In 1976 the consumptlon of oily
fat and margerlne was 34 per cent hlgher than 1n 1972. The per caplta
consumptlon 1ncreased from 9 kg to about 11 kg.' At the same time the
productlon of cooklng 011 reached 60 per cent, shortenlng remained the
same and margerlne 1ncreased 19 per cent.' In consequence, the share‘“
of oil on the total of fatty mater1a1 produced increased from 52 to "
62 per cent.' The years 1973 and 1975 were especlally successful. These
were the years of the prlce 1ncrease in petrol and the ones when b1g
amounts of monetary 1n3ect1ons were felt in the entlre populatlon. 1976
and the present 1977 seem to show some saturation. Tradltlonally, o
shortenlng made from coconut 011 and hydrogenated cotton seed 6il or
soya bean oil was cheaper than the sesame seed 011, groundnut 011 and _
maize oil, and was therefore used by the poorer part of the populatlon.'m'
Today prlces for oil and fat are’ about the same but 011 is preferred.
This is malnly the result of publlclty, clalmlng the cholesterol formlng
of fat. The same trend can be observed in other Latin’ ‘Ameriéan countries.
In Braz1l, for example, even soya “bean 011 is preferred to groundnut 011
and in Mexlco the more. unsaturated safflower 0il has a hlgher price
than sesame 011 because of the same belief about artheroschlerose."'“:
The fat intake in Europe and the United States is much higher, E
but one has to take into account that the climate there is much colder.
Dishes are on the other kand more complicated than in Latin America and
requlre more 011 and fattv 1ngred1ents. The trend in Latin America is
still towards a hlgher 0il ezd fat 1ntake er capita, and therefore a
more than proportlonal 1ncrease of consumptlon compared with the size
of populatlon can be anticlpated, but in the relatlvely rich countrles,‘
as Venezuela, it'is’ not as pronounced. In poorer countrles where E
the make up of the demand is larger, the interannual increase in
consumptlon may remaln at 5 to 6 per cent. In times of spec1al
prosperlty 1t could jump to 10 per cent or more. For Yenezuela I would
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estimate an average increase in oil" consumptlon of about 4 per cent for
the next 10 years and may be3per cent for the following years until
2000. If this comes true the consimer market for oil and fat in
Venezuela will about double in the’ forthcomlng 20 years. By more
optimistic estimates 'thé 200 per cent 1eve1 of productlon could be
reached within about 16 years 1n Venezuela, whlch would mean that in
20 years Venezuela would consume around 230 per cent of the quantity
consumed today. “In 1976 it totallzed about 140 OOO tons. More than
2/3 of the raw material was imported, mostly from the United States .
and Africa, by the state-owned company Corporac:on de Mercadeo, who
distributed the seeds and the oil 1n accordance with the market '
share of each individual produclng company. " The imported raw
materials were groundnut and groundnut oll.acotton seed oil and’
copra. ' For animal food also soya beans were 1mported, but the
corresponding oil which was extracted 1n Venezuela went to the
industry and & smaller part was used in the preparatlon of mayonnaise.
Another small part was hydrogenated to shortenlng and margerlne.

: RAwﬁﬁkTERIALs'IN'VENEZUEiA” Y

TR PRI
: [ Y ¥
'

Tradltlonally the edible 6il’ in Venezuela was sesame oil,
which is still preferred by the ‘population. The séed is& grown in
the central part of the country, with a characterlstlcally tropicalw'"
climate: a dry or~almost dry season from October to Aprll and a
rainy geadon in ‘the second part of the year. If thére is no rain
at the time of sowing and harvesting, the average is about 700
to 800 kilos per hectare. The 1976 crop was a little more than
80 000 tons for 150 000 hectares. "During the past 10 years many
improvements took place in the treating of the field@s and the
genetical and agricultural investigations of the past 20 years have
accelerated these results. The whole work on theAbigger farms is
now mechanized due to the improvement in the use of herbicides at
the beginning of the season, whiéh ‘eliminate the quickertgrowing

weeds and the defoliation before harvesting and make a mechanical
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harvest with newly developed machines possible. . In that way a modern
farmer :does not need more than 4 to:5 working days per hecftare. The
possibilities for the future are the use: of fertilizers, which even
fertile soils begin to need, improving thei general use of mechanical
meansy and chemica1=products;=further~the;development of the -seed,

all of which would increase thé crop. ‘from :450- 000 to 200 000 tons

only in the part of the country where: seseme seced is presently grown.
Apart from that, in the oriental part :ofi-Venezuela, there are ppssibilities.
to use more than 200 000 hectares for growing sesame geed. . There are
already 20 000 ha under cultivakion.inworderxtoftry‘the soil, the.
~ somewhat distinct climate, the type: of seed to be used, etc. One:
does not have to be very optimistic to estimate, that in 10 .years or
so, Venezuela could produce 300 OOOJtnﬁ%QOSOOO.tons of sesame. seed
per year. The Venezuelan edible -oil industry -knows sesame seed very
well and is equipped to process it. ! Theé-oil -is-easy to refine and the
meal has about 40 per cent protein.  For a long time, the possible use
of the meal for human consumption has been. investigated,; but .so far
with very little success. This is probably because the efforts made
in that direction are not:sufficient and perhaps because the meal has
a ready sale for animal food. On the other hand, the vegetable oil
industry was too occupied®in the past few years by modevnizing-and
‘tfansferring its éQuipméﬁt out of Caracas to the central part of the .
country. ' Lo B O S ST

' The second raw material for edible oils is groundnuts: The:local
production of groundnut, being 6 to 8 years old; is still somewhat::
experimental.. The main problemfiSWthé'sloW'adoption of modern methods
‘and the need of capital. Especially the controlled irrigation would..
help to make the crop more economic. With irrigation the yield would:
be 1 40O kilos per ha against 800 kg without irrigation, which alone:
‘would make the érop highly profitable. The actual harvest‘isAestimated
gt 20 OOO“fons, but it would not be very difficult to reach in the.- |
future 100 000 tons & year. Again the manpower required is .not high
if the North American methods are used..’

/The industry



The 1ndustry also processed groundnut in the past, when it was -
imported from Africa. In plannlng the new equlpments dur1ng the course
of modernlzatlon the necessary machlnery for groundnut crushing was
taken into conslderatlon._ Groundnut 011 poses no speC1al problems in
the reflnery, as it is refined w1th the usual equlpment. The cake is
absorbed by the animal food 1ndustry. whlch grows much faster than
the o0il industry. The product:on of concentrated proteln from the
meal is not yet 1nvestlgated, as the crop is st111 small.

There were several attempts to grow soya beans and sunflower in
Venezuela, but without success. Soya.beans are 1mported and’ extracted
here but only part of the 011 1s used for edlble purposes. '

Cotton gseed is produced 1n Venezuela with a result of 30 to
Lo 000 tons a year. The whole amount 1s dellntered, dehulled and
crushed but the resultirng amount of 011 1s far too small. For ‘the
crushing cotton seed was treated in two factorles, to which a year ago
was added a new one, speciallzed 1n cotton seed, and whlch is located
in the cotton grow1ng area./ Cotton seed 1s a by—product of the cotton
production, which agaln 1s used entlrely in the rery modern Venezuelan'
textile 1ndustry. Therefore the productlon does not depend on the ’
need of the edible 011 1ndustry but on the use of the ‘cotton in textlle
and on the competltlon between cotton and synthetlc flbres. *Untll now
cotton seed.011 was not allowed to be sold as edlble 011. ‘It was malnly
1mported, and was not meant to compete w1th the hlgher prlce of the
protected natlonal sesame 011. Only now, a ‘limited quantlty is allowed
to be sold as. edlble oil. Before that it was only used for the’
productlon of shortenlng and margerlne after hydrogenatlon and after
w1nter1zat10n for mayonnalse. ' o

Venezuela produces about 150 000 tons of corn, but the 1mport of
corn reaches 200 OOO tons per year.' 34 000 toms are processed to

'precooked meal for human consumptlon, replac1ng partly the wheat, and
as grist for the brewery 1ndustry. As a by-product of ‘the industrial
productlon about 4 OOO tons of maize 011 are reflned, which sell to

a premium price. The Oll is clearly a by-product but one can
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estimate that the consumption of precocked meal and grist will more
than triplicate. Estimates are even going to quintuplicate in two
decades. As the industry is relatively young the consumer always finds
other applications for it and more and more becomes used to replace
" bread by corn products. Even if the:yield on oil .is little, due to
the higher volume of corn to be procesgsed,. it would contribute to the
oil market by about 10 OO0 tons at the.end of the century. |
Venezuela, being a tropical country neturally also has
coconut plantations.- The low prices for:goconut oil in the sixties
hindered the development and the necessary.care of the plantations -
in the past. Since 1973 prices are..soaring:and .in gspite of regression,
they are still high, even taking inflation-into account. Many efforts
have been made to improve production and a lot of projects prepared
for new plantations, but progress is rather.slow. A coconut plantation
needs several years to .pay.back investment and at the actual stage
where high prqfits‘can be obtained in other fields in a much shorter
time, there is absolute need for governmental help and pressure to .
make plans for the coming years. On the other hand.investigations
also in-Venezuyela, but mestly in other parts of theywox;dg‘such as
in West Africasushgwedgthat”by'using.hybrids,;artificiél irrigation
and - fertilizatien;'fantastic yields on o0il were reachedy ie.e. around . -
6 000 kllos of oil per hectare, against 1 200 in Venezuelas. Actually
:on 10 000 hectares there are 20 000 tons of copra produced,.as
1rr1gat10n makes the plantatlon 1ndependent from a seashore location.
‘The size could be 1ncreased to 30 000 ha with a yleld of. at. least .-
90 000 tons of copra or roughly 60 000 tons of coconut oil. From the
actual pgoductlcn only 1/3 is going to the ed;ble;oxl industry, the .
/remaining é/%_being used for the cosmetic industry and is; mostly
illegally, exported because of higher prices on. the world market. The
ménpowef feQuinedais sufprisingly low and used mainly in the preparation
‘of copra from coconut.A It is doubtful whether the by-products, Ehell '
and f1ber, can compete with synthetic materials, but the, hlgh yield on.
0il will pay the cost, especially if at the beginning low interest and
longfterm credit have been obtained.

/Coconut. oil in



Coconut 011 in Venezuela is verytllttle used as oil. Practically
the only amount goes into shortenlng and marger1ne. The use of
margerlne, contrary to other countrles, 1s not very popular because
of the spec1f1c marketing condltlons of thls product. As soon as
these marketing condltlons w111 1mprove, more coconut 011 will find
its way into the grow1ng market of margerlne. 4

There is one palm 0il plantatlon 2 500 ha) which was founded

some 25 years ago. There would be enough space and appropr1ate climate
in Venezuela for even 10 000 to 15 OOO ha and projects are ‘being studied
for new enterprlses. The succese of the new plantations in Colombia,
Panama and Ecuador shows that the yield per hectare can be improved,
in fact almost doubled in comparlson w1th the quant1ty obtalned in
Venezuela. But the long term of the project, the number of _years
without financial return, the hlgh 1nvestment and, last ‘but not least,
the labour required, made 1nvestors shzrk from new projects.' Manpower
in Venezuela is scarce and expensxve. The new laws 1n favour of 4
the workers, which have also been extended to agriculture, and whlch
certainly were necessary, make;}t that a Venezuelan plantation cannot

'1,1; '.‘.f's;:(,st T 1

compete with plantatlons 1n other countrles w1th lower wages. It
would neither be the almlof the’future Latln Amerlcan 1ndustrlal
society to prov1de’a 1ot of unskllled Jobs, whlch can only qulte .
logically be poorly pald. Latln Amerlca should presently ‘aim at an
1nduetriallzed and mechanlzed productlon, also in the agrxcultural
fleld.. The reserves of unemployed labourers seems hlgh and w1th the
increasing populatlon it seems to have a tendency to grow. The
Venezuelan history of the last few years shows how quickly this
situation can change, vhen industries are gpreading over the country,
and that in a short time there can be an acute scarclty of workers
instead of labour -availability. Taking all these factors into account
I doubt that there will be more than one new plantation to be created
in the next years. I do not therefore think that the Venezuelan palm
0il production will reach more than 20 000 tons at the end of the
century.

/The use
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The use of palm oil in the Venezuelan 1ndustry is limited to
some 1ndustr1a1 shortening and a small part 1s golng into margerlne.
The new equlpments installed recently allow the dlstllllng and
reflnlng ofthepalm 011. “but up to now there have been no facllltles .
for separatlng the 1iqu1d and solid phase of the 011. To my knowledge
there are several processes used in the world for the separatlon, but
a universal method has not yet been found whlch would be really
economic and could be applled on a b1g scale.A There st111 remalns
“the question of what to do with the sol1d part, especlally cons1der1ng
the growing need of oil and the deollnlng consumptlon of shortenlng.

Other 1mportant materials which are used for edible 011 in
other Latln American countries 11ke safflower, babassu. sunflower “
and soya bean are not cultlvated 1n Venezuela.v Safflower could replace
part of the sesame seed but on the other hand,‘lt does not offer
enough advantages. Babassu is replaced by coconut. The cllmate of
Venezuela is not approprlate for the cultlvatlon of sunflower and L
soya bean as it isin Argentlna and 1n the South of Braml.‘ Animal ‘_
fats, tallow, 1ard and fish 011 are Practlcally not used for cooklng
but find thelr appllcatlon 1n the elaboratlon of soap.‘ . L

To summarlze the Venezuelan 51tuat10n we can estimate that unt11
the end of the century,\when Venezuela w1ll need about 300 OOO to o
330 OOO tons of edlble oll, fat and margerlne, thls w1ll be prov1ded .

by

) '300 000 tonsJOf sesame seed , yleldlng 145 000 tons of oil
' 100 000 ‘tons of shelled groundnut o 45. 000 K *‘ﬂ wo
60 000 tons of cottonseed w 12 OOO‘ " 17“, "
60 OOO tons of maize germs ' w10 000 wonon
| 90 OOO tons of‘copra o ' oo '.‘ 60 OOO ”n. BRI T
| palm oil © w2000 # o ow'w
+292 000. . -
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Even to obtain these insufficient results the crop has to be

increased from

90 000 tons of sesame seed to' S 300 000 tons
120 000 tons of groundnut to 100 000
40 000 tons of cotton seed to' " 60 OQo' "
25 000 tons of maize germs toiizzn': 60 000 "
20 000.toA§ of copra ' toifﬂ:?u "~ 90 6OQ "
and 5 000 tons of palm “to "7 20000 "

It seems to be quite clear that durlng the follow1ng 20 years the
import of 0il or seed will be necessary. .

To obtain better results it is necessary ‘that the farmers receive
more 1ncent1ves from the government. These 1ncent1ves should not be
pald in the form of an initial credlt as the debltor could well use
them for other purposes. A better eolutlon would be to allow higher
selling prices. If the policy of subsxdles remalns and the government
continues to control 1mports, exports and the d1str1butlon " N
of the raw material to the factorles, it should be kept in mind
that it would be advisable to change the relatlvely expensxve oils
like sesame agalnst cheaper ones llke soya bean or cotton seed oils.
It would even be better to increase 1mports of soya bean from outside
the area ‘as animal food productlon ‘and the use of soya proteln for
human consumption will 1ncrease much faster than the edible oil
1ndustry. As it can be seen an 1nte111gent control ‘and guldance ,
by the government and a very close co—operatlon between ‘the ed1b1e ’
0il and animal food 1ndustry and the farmers' organlzatlon could ’
1mprove substantlally the profitability of the sector for the beneflt

of the nation.

BY-PRODUCTS. MEAL AND SOAP-STOCK
: At present 1 200 OOO tons of animal food is produced annually
in Venezuela. It 15 malnly used for cattle and plg food and also for
the 1ndustr1a11zed chlcken productlon. The value of the 1ngred1ents
employed in the feed is thus ralsed not only in cash, but also in the
' o R ’ /form of
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form of protein for the human consumer;, Zhe . chlcken 1ndustry is
already highly. 1ndustr1a11zed, but cattle. farmlng is stlll uslng
the huge pastures avallable in the’ coun;ry. The consumer 1s asklng
for meat of better quallty and for more mllk and mllk products. Cattle
raising must therefore be modernized and the nnmber of cattle and
pigs must be 1ncreased con51derab1y. All thls requlres a more:”
sophlstlcated feedlng of the an;mals, Jience the;aggelerated 1porease
of animal foad productlon. . FE R ;54(,y1_ff44” T
Look:.ng at the amount of 0il seeds requlred to satlsfy the edlble
011 gnd -fat oonsumptlon, one can see that the need 18 of about '
270 OOO tons. Calculatlng a fourfold anrease in the an1mal food
_productlon for the next 20 years the amqunt of 011 meal to be produced
w111 be only. about 5 per cent., There w;ll be. po problem to’ use the meal
comlng fram the or} Iactorles. Here one has to razse the questlon S
whether 1t 15 eqonomlc to 1mport seedsp extract them here, use the
mealpand export the 011,1 One’ glance at-the prlces pf seed, 011 and
meal 1nd1cate that the transportatlon cost,,together w1th the cqst A
"~ of extractlon w1ll be hlgher than the posslble proflt from the whole
operatlon.i Only 1n the case, as mentloned above, that hlgher value
0il 1s exchanged agalnst lower value 011, a contlnued 1mport-export
could be made posslble. If for example sesame oxl 1s exported, u51ng
the sesame meaL.ln the country and soya.bean 1mported uSIng the 011 as
well as the meal 1n the cpuntry,theresult w1ll be p051t1ve.1 In such
a case, the solvent extractlon {capaclty w111 have to be 1ncreased '
conslderably. oo T R
" When refining 300 OOO tons of 011 some 10. OOQ tons of acld 011
is produced after spllttlng off the soap stock. Part of the' acid . ‘
will be used for. the rubber, plastlc. pa;nt and cosmetlc 1ndustry
- &fter Mpgrading by dlstlllatlon, hydrogenatlon, llquld-solld
separatlon, A second part w1ll be used for laundry and for t011et
soap preparatlon.é The actual capaclty of ’ fatty ac1d dlstlllatlon
is about 3 OOG tons per’ year. A8 years go“by ‘the dlstllllng refinlng
will' bécome more famlllar and the“bll factorles w111 obtaln better
grade’ fatty ac1ds 1nstead of ‘acid’ 011, 50 that a second 51mp1e small
fatty acid’ dlstlllatlon will be sufficient for the future.: '
' : ' /THE ACTUAL



THE ACTUAL CAPL\:cxr_‘:;[s_s_hoF THE OIL MILLS

At present there are, 16 oml mllls worklng in Venezuela, 5 of which
are of a blgger size produclng more than 10 000 tons of o0il per year.
The others are smaller and some of them are not dlstrlbutlng dlrectly
to the consumer but supply the other factorles w1th crude, ref&ned
or hydrogenated oil. Besldes the 011 mllls there are four solvent
extractlon plants for anlmal food or. malze meal factorles. The total
capaclty of solvent extractlon of the 011 mllls 18 somewhat less
than 1 OOO tons per day and that of the other factorles around
350 tons. The. capacity of the low pressure presses is similar
and therefore the installed capaclty is sufflclent for the next
15 to 20 years if there is no masslve 1mport-export exchange between
soya bean and sesame oxl. In that case more solvent extractxon
capaclty will be requlred but not before 10 years.v The ref1n1ng
capacity is also hlgh and could be calculated around 1 300 tons
daily. It is clear that the 1ndustry is worklng w1th a low factor
of utilization of 1ts machlnery, but thls 1s due to the fact that :‘
recently a number of ‘new factorles have been set up and the older ;
companies moved out of Caracas, nearer to the seed productlon o
centres and to the most 1mportant an1mal food producers, and took
advantage of the move to 1nstall new plants of hlgher capa01ty, »
keeplng at the same t1me the old ones. The processes of the edible h
oil industry are changlng very slowly and the equlpment 1nstalled
today will not be obsolete even after 10 or’ 15 years.: The oil is
neutrallzed everywhere by centrlfuges, the more modern equipments
are also prev1ew1ng the dlstllllng deodor;zatlon, whlch later on
m1ght become the generally utlllzed process. Bleachlng 1s contlnuoue
in two factorles, but the other companles, not hav1ng a very hlgh h
capacity can compete w1thout any problem w1th the more modern process.
Deodorlzlng 1s carrled out in the new 1nstallations in stalnless |
steel equlpment and at higher temperature than before. The 1nstalled
hydrogenation capacity is enough for at least 10 years, and as the

new companies will also install their own equipments within some years

/there will
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there will be enough' hydrogenation capagity for the next 20 years. With
time interization and interesterification will also be more familiar, but

.-the cost of the new, as yet. non-existent corresponding equipment is

not very high. I would estimate that the,whole industry will not

have to spend more than 100 million boliyares  (some JUS$ 22 milliom) -

for the next 20 years, at present .prices... The situation can. be

o«

somewhat changed if palm oil from South. Asia becomes available at a
low price and in big quantities and if at the same time an effective
liquid-solid separation is developsds In .that case.the Venezqglan:oil
factories could be obliged to ingtall these.separation equipments.
There is also a market for margerine.producing equipment, as the
consumption of margerineﬂﬁill increase with .the increase of :the
standard of living. But even taking all this into .consideration I do
not think that the total investment would 'exeed. 150 million bolivares,
i.e. about US$ 35 million in 20 years. - ... . _
It \is not the investment cost which will .cause.financial problems
to the industry, but the increased working capital .as a consequence
of the increased selling volume. The leading .companies: will certainly
have in the future: the.required financial capacity: to;cope with the. .
increase, but smaller-companies may have difficulties to follow the .
rhythm, and may loose -a share of the market. In Mexico the very big..
companies lacked flexibility and also had too_high management costs...
On the other hand, the small companies are-domestic in scopé, so that
the really leading companies are those with about 200 tons of oil-
production a-day.  Brazil is producing large quantities of ‘soya beans and
soya .bean oil  for export, which involves enormous storage requirements
and large amounts of.capital for.the storage of oil and meal to wait
for the right time to sell..-This is a policy which only companies with
very -solid financial background can afford. The big,exporting
enterprises also control their homé market as their production costs,
thanks to the big volume processed;, are lower than the ones of their
smalier.competitors.* The medium size 0il industry could not follow .

and declined so that nowadays we find in Brazil big companies, with -

- solvent extraction of 11.000 and more tons of soya bean per day as wéll

' /as the
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.. as the small family companies with' lacal interest. " This type of
development would even be more pronounced if a vertical integration
tock place including the seed producing farm, the oil mill, the
animal food factory, the chicken factory and the cattle farm. In a
really organised way such a conglomerate could produce optimal.results,
but the question is whether it is politically the right solution in -
the relatively small:countries of Latin America. Instead, a very close
co-operation of the-interested parties, which could eventually include
mutual shareholding,'would probably be: the best solution. At another
level the extended co-operatives could:be efficient if their leaders -
were as efficient as the private enterprise leaders.
MARKETING.

The distribution of 0il and fat products in Venezuela is usually
provided -by oil mill enterprises. The financial burden is quite
high, .as retailers usually pay their bills after 30 or 60 days.
Considering the necessity to buy the raw material in "2 or 3 parts
during the year, storing raw material semi~finighed:and finished
products during several months, this means that the oil mill has to "
dispose of cash or credit, at least half the amount.of the sales
volume per year. I cannot .see in what way the actual payment system
- could be changed radically. - The problem is independent of the political
situation,. as it has its reasons in the discrepancy between the
continuous consumption and the spot type harvest. Changing the mode-
.of payment of the retailer would only shift the working capital
requirements. from the factory to the retailer.

.One measure could bring some help: the reduction of the number
of packaging sizes. At present there are 16 different types of packaging
, for vegetable oil alone, the size of the package and packaging material
(cans, plastic, glass) varying also. A reduced number of packaging
will enable smaller storage capacities in the factories and in the

retailer shops and will favour the development of higher speed machines,

/reﬁucing the
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reducing the cost of packaging. It is logical -that this is a development
which should take place in the next years, . and that hlgh velocity -
f1111ng machlnes w1ll then ie requireﬁuwn the area.‘ It is pot quite
certa1n whether these sophlstlcatedsmachlnes could ég developed for
the. reduced South Amerlcan market. ~ 01X presses,,;olfént extraction.
plants,centrlfuges,bleachers and deodorlzers arevall .produced in
Latln Amerlca and. 1t 1s now-umnecessary to 1mpo;t them from: other. .
parts of the world. As the industry is’ Just startlng, there is-some-.
prejudice against 1t, but their increasingly good reputatlon and the'.
usually. lower prices will help them to get better known and better .
considered. More publicity and more exchange of experlence between -
the factories of the different countrzes is what 1s really riceded.

The distribution of margerine. has its own problems. Distances
in South America are great, the climate is warm and the transportation
system. is far less-developed than-in Europe. or in the United States.
Mafgerige, as-a §ubst;tute;:or.buttar,,shouldfhave~thé.same physical
characteristics, especially the same melting behaviours :To transport-
a product with a 372 melting point on'a sunny highwaygitb store it. - -
without sufficient care, and.to leave it on the rackféﬁlavsupefmarket
for months, will result in something rancid -and unpalatable. .The.
solution is therefore to produce a margerine with~a:highimélting§ﬂl-..U
pbinygfpgthhgn,it is no longer a better substitute.. .On the other.
hand margerine. with added proteins and vifaminstoulé be a very important
part of ‘;:l}:-e diet, also for .thé poorer part of the population. It
could_be_pgodgpgd relatiméLnghegply;byypsing~animal‘fOQd, coconut oil
and the solid part of palm oil..In my opinion margerine-is a fat:product
which is not enough developed in Latin Americd. ~The:transportation
system is responsible for this and not the oil factories. -Once the:
production of margerine is developed, which represents about:11 per cent
of the ‘total fat market.in Venezuela,; sales- should increase very. rapldly.
The corresponding ‘machinery requirements would .not: be- very high for
Venezuela, ‘since much unused capac1ty;1sAstlllpavaalablg,ubut 1n-othenf
Latin .American. countries the: per capita margerine production is low and
the installations are frequently inadequate.
| B ' /PROTEIN EXTRACTION
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- PROTEIN EXTRACTION :FROM OIL-CAKE

.There is a possibility of devel.opment in the field of oil milling
mentioned -above. Tp upgrade the by=product meal and, in an indirect -
way, to lower. the price of o0il, the industry should concentrate on the
extraction and purification. of protein for human consumption.
Laboratories and also factories.are working on that: process, but their
+ efforts have not yet been noticed satisfactorily by the owners and ..
managers of edible oil factories, especially.seed crushers. In my
opinion it would be of great- importance if UNIDO, or another international
organization, could prepare detailed.information - on the state of
industrial protein éxtraction\but of soya beans,: which is quite well
known, and also from sesame. seed or -other .0il seeds. This information
should include process, equipment and approximate price, operational:
costs, value of the protein obtained compared with other proteins and
finally suggested applications. This information would have to be.
distributed by the national oil mill association to individual oil -
mill factories. and also to competent governmental- -departments. Such
information would certainly arise interest: and result in.the near
future in a protein production facility which would benefit the oil
industry and.the consumers.:

¢

TECHNICAL CO-OPERATION AMONG LATIN AMERICAN COUNTRIES

. In principle, o0il milling in Latin America is not any different
from what it is in other parts of the world. However, the other
tropical countries are far away in Africa and Asia. and technical and
human: connections are not as easy as in:the Spanish gpeaking countries
and in Brazil, where Spanish is .well upderstood. Usually the companies
of the various countries are not competing on the-same market,
therefore, they can be open to the exchange of ideas. Congresses are
helping to know each other, but their programmes are naturally very
compressed; aﬁd'the problems discussed or solutions offered are
possibly not reaching them at the right moment when they are needed,
and therefore forgotten. I think it would be quite helpful if UNIDO

/or some



- 18 -

or some other international organization would have a small institute,

more an office cérresponding library than a laboratory or technical

inBtitute. ' This office’ could inform associations of oil millers of

the different’ Latin American ‘countries abbut the improvements méde in

installations offered, ‘about experiences regarding new protedsed or =

new materials,“dé“WéIl?és”mAchihéry‘dnd’fﬁw-hatébiéiéf**Tﬁfé‘ﬁculd

help the members tb find & solution to théir various problems. ' I am

not thinking so much of scientific reséarch, but more of”the'pfabtical

side of the factories and: enterpr1ses"eVefy day 1ife.’ New technological

know-how usually arrlves~through-equipwént mahufacturers, who are qulte

open with their sometimes too optimistic comments, but'it would be

interesting to distribute this’ knowiedge fastby. “Scientific literature

is also contained in perxodxcals. “but labdratory rééeardhy“inportant as

it is, is still far: away ‘from techiical realization.” T could 1maglne,

that it would be a grealp if before decléing*om‘a new installation,

an acceéeptably- objectlve portfollo referring’ to the" dlfferent*possibllifies

offered’ could be available, may be mentlonlng the places in Latin

America where thé process or installation is in use: e
Travelling ‘as a member of an UNIDO mission to'Indi®, I was'

impressed to see how many different tnedible oil and fat is used

there for industrial applications, such as soap;“giéaéeﬁﬁﬁchehical”;”“

products, leaving all the edible 0il and fat for human consumption,

Up to now the corresponding raw material is harvested in thé free

nature, their importance is naturally not very high, but one or the

other of these*raw-méterialsicould‘ﬁé'érohﬁfindhsériallyﬁandfbé used

in higher scale operations. ~This type of investigation should’ remain

in the universities, which’ should have much more ¢ontact ‘with the "

industry than they -have today. In India‘‘the co-odpeération-is qulte

close ‘and the results aré“iﬁﬁortant. ‘Nattirally & ‘co-operation between

the universities of the'various latin' Amerlcan countries would help ‘

to avoid a. duplzcatzoﬁ of ‘the” work. T
. .o ';"5‘.)', PRI st
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CONCLUSION

The development of the Latin American oil and fat industry and
self-sufficiency of these countries in that field depends on the
development of agriculture in each country.

Development of agriculture can be achieved by government measures
and also by the close co-operation of agriculture and industry.
Co-operation involving mutual share holding or similar co-operation
between the seed growers, oil miis, animal food factories and
chicken and cattle farms would accelerate development and

increase production.

In order to improve the population diet protein extraction of
oil-cakes should be investigated more specifically. Distribution,
a basic knowledge of the corresponding processes and other
relevant facts among oil millers are necessary.

A central institute would be helpful to inform the industry about
new technical developments, processes, machineries and for the
exchange of information.

Closer co-operation between universities and the industry in the
area, again with exchange of information could promote the

utilization of new raw materials,



0

T .

y -

, .
e

- it

-1
o
i










