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ABSTRACT

This study examined the structure, conduct, channel and the price spread of palm oil
marketing in lkwerre and Etche Local Government Areas of Rivers State, Nigeria.The sample
consists of ten producers, wholesalers and retailers from five markets in each local
government area. . The study utilized a sample of 261 palm oil marketers. Simple table
frequency was used to determine the personal characteristics of the respondents. Gini
coefficient was used to determine the market structure, spatial price spread model was used
to determine producer — retail price spread. The research revealed that the age bracket
between 41 and 50 years was dominant constitutipg 107 of the sample population. The male
to female ratio in the enterprise was 6:4. The producer and wholesale markets were
discovered to have oligopolistic structure. While the retail market was compelitive in nature.
The channel of distribution constituted mainly 4-level in Ikwerre, and 3-level traders were
identified in Etche Local Government Area. The result also indicated a possessive price
spread. The major strategies adopted by wholesalers in the study areas were bulk purchase
during peak production period and periodic sales of the product in the non-palm oil
producing states. The major constraints of marketers as observed include fluctuation of palm
oil price, high transportation fares. Government should encourage marketers by provision of
credit facilities to increase the size of their business. Marketers should discontinue with the
use of unions to_form collusion which distort marketing system.
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INTRODUCTION

Palm oil is produced from the [ruit of Elaesis guineensis (oil palm) trec that orxgmatcd in
West Africa. After the fifteenth century, it was introduced to other parts of Africa, South-
East Asia and Latin America along the equatorial belt (Ochsc, ct al. 1961).  Further more
(Rahman, 1998) stated that the natural distribution of the oil palm is tropical West Africa
between 13°N and 12°85 latitude and found between the rain forest and savannah region. The
present centres of production in Africa stretch from Senegal along the coast to the Republic
of Benin and Nigeria.

Palm oil has a distinctive colour which varies from an orange yellow to a fat-soluble
carotenoids, which are also responsible for the high vitamin A content of palm oil (Apapa and
Aba 1978). Palm oil and its products are used in numerous food and non-food application.
They can be used for domestic cooking, frying, candle makmg, margarmc, shortenings, soap,
olechemicals and other products (Rahman, 1998). Marketing is the performance of all
‘business activities involved in the flow of p_roduct from the point of production until the good
gets to the hand of the final consumer (Kotler, 1980; Moro, 1999). Palm oil marketing
includes processing, storage, grading, sorting, transportation and pricing. (Allot and Wong
1977). The structure of palm oil market is one of the most important aspects of the marketing

segment in this study. - The structure relates to the power of relationship between buyers and
“sellers and influences the competitive conduct of buyers and sellers in the market, the
structure is used to determine how well the market performs (Moro, 1999). The structure of
the producer, wholesale and retail markets in Ikwerre and Etche Local Government Areas is
difficult to identify becausc of the conflicting nature of structural determinants which include
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the degree of seller concentration, degree of product differentiation, condition of cntry and -
exit in the business among other variables. These variables appear to be the same in all
~ categories of the market and therefore pose a problem of ascertaining the exact structure of
~ the different markets. Because of the conflicting nature of structural determinants of the
 producer, wholesalc and retail market in Ikwerre and Etche Local Government Areas. Therc
~is a serious problem of ascertaining the exact category of the market whose business
opportumues are yct to be fully exploited. ,
o Marketing channels are intermediaries and markets through which products pass from
producers to consumers and many people arc engaged as marketing middlemen in most
tropical Africa market (Moro, 1994). The palm oil processors rarely sell their product directly
to consumer. Usually, there arc scveral stages in the marketing process and it is gcncrally
characterized with different activities or functions carried out by middlemen; hence it is
difficult to estimatc the cost of value added of palm oil product. The general objective of the
study is to identity the structure, conduct, channels and price spread of the palm oil market.
This will help the investors and policy makers to have adequate information to exccute
\ policies that will improve the marketing system, v\;hich will enhance economic growth. -

~ RESEARCH METHODOLOGY : ' S
The study was carried out in lkwerre and Etchc Local Govcrnmcnt Arcas of Rlvcrs Stau,,
Nigeria. Oil palm is found both in the wild grooves and plantation in the study area. There is
- also high concentration of palm oil mills in the two LGAs. Palm oil proccssmg and marketmg ;
- form the major economic activities of the people.
Secondary data was collected from the participants on the wcckly maxkct days monthly fora
- period of one year.
Sampling Procedure '
A multi-stage sampling process was used in the study. The ﬁrst stage was purposive selection
of ten agricultural extension blocks in Ikwerre and Etche areas in zone: 3 (Ahoada, Ikwerre
and Etche) of Rivers State Agricultural Development Programme. The blocks in Tkwerre
Local Government Arca include Isiokpo, Elcle, Ubima, Omerelu and Apani. The blocks in
Etche Local Government Area were Egwi block, Igbo block, (Igbodo) in Okehi block,
~ Umucchem block and Olakwo block. 10 producers, 10 wholesalers and 10 retailers were
selected from each market of the block making 150 respondents from each Local
Government Arca. The total number of respondents in the two Local Government Arcas was
300. Out of 300 questionnaires distributed, a total of 261 qucstlonnalres were retneved and
data analysis based on this number. :
Method of Data Analysis '
Data analysis involved the use of Gini Cocfficicnt to detcrmmc the market structure. lt also
involved the use descriptive statistics to identify the channel of distribution and conducts of
the market, while spatial and price sprcad model was uscd to determine thc producer sharc of
consumer price.
Model Specification : : ‘
“Gini coefficient represents the sum of the product of the percentage of distribution and
cumulative percentage of their sales revenue and subtracting it from one gives Gini
Coefficient. It ranges from zero to one (0-1). A Gini Coefficient of 0 implies perfect
equality (everyone has the same) while a coefficient of 1 means perfect inequality (one ;
person has all the income, everyone else earns nothing) (Morgan, 1965; Rycrott 1997)
Spatlal Prlce Spread Model
PP = (HCXJ +TCij + ASij)
Where
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PPij=T he calculated parity prlCC of one tonne of palm oil in ith market in relauon to the _}lh
market. o .

'Pi = The actual retail price of one tonne of palm 011 at the nh market U
HCij = Handling cost involved in moving one tonne of palm oil from jth to the 1th market,
TCij = Transport cost for moving onc tonne of palm oil from the jth to the ith market.

- ASij = The charge for the assembler’s service in moving one tonne of palm 011 frorn the jth to

the ith market.

 The Price Spread

PSij = PPij ~ Pj '

PSij = the price spread for one tonne of palm oil between the ith and jth market

Pj = the actual retail price of one tonne of palm oil in the jth market. ‘

The model assumes that if the market is perfectly competitive, then traders in each marketv

~ would know market prices in all markets, so that inter-market price differential would reflect
~only transport and handling costs of spatial transfer, the price differential which is given as
- PSij = PPij - Pj, (Moro, 1999). In perfectly competitive market, I’I’u would always be cqudlv

to Pj and therefore thc actual price spread would be zero.

RESULTS AND DISCUSSIONS ‘ S
The socio-economic characteristics included in the frcqucncy table in the analysis ate agc of
the respondents, sex, marital status, household size and educational qualification. The results
of the tabulation of percentage of these variables are given in the Table 1.

" The age distribution in between 31-40 years and 50 years and above were dominant in
the palm oil producers market and cach having with 31.3% of 48 producers in Ikwerrc Local
Government Area, while in Etche Local Government Area, the dominant ¢ age bracket of palm

oil producers was the age bracket of 41-50 years with 53.3%. In the wholesale market, the K

dominant group was the age bracket between 31-40 years with 65% in Ikwerre Local
Government Arca while in Etche Local Government Arca the dominant age bracket between
41-50 years were identified in wholesale market. The dominant age bracket of retailers that
‘werc involved in palm oil marketing in Ikwerre Local Government Arca was the age between
- 21-30 years with 67.4%, while the dominant age limit in Etche Local Government Area that
were involved in retail market was the age bracket between 41-50 years with 70.5% of
retailers. The result showed that young and energetic market participants dominated the
| produccrs market, the likcly reasons could be mainly because of the tedious nature of the
processing which requires a lot of physical strength in carrymg out the Operatlons The
youths between the ages of 21-30 were not actively involved in the processing of palm oil.
The reason was mainly because of non-prestigious nature of the business.

"Gender is one of the 1mportant determinant factor in selection of the typc of job an
individual should be engaged in. Generally, men_seem to be more involved in high energy
task demanding jobs while more women accept less strenuous jobs. The result revealed that
male dominated the producer and wholesale markets with (95.8%) and (87.5%) respectively
while the retail market was dominated by female with 38(82.6%) in Ikwerrc Local
Government Area, while in Etche Local Government Area, male also dominated the producer
and wholesale markets with (88.9%) and (47.7%) respectively while females were greater in
number in retail market with (86.4%). The reason why males dominated the producer and
wholcsale markets in both Ikwerre and Etche Local Government Areas could be likely duc to
the physical strength required in the processing unit, which was strenuous in nature. Female
dominated the retail market because of small capual rcqulrcment for the take off of the
business. : :

50



‘ Journal Of Agriculture and Social Research (JASR) Vol. 6, No.1, 2006

Table 1: So'cio-economicbCharactcristics of Palm Oil Marketers in‘ilkwen‘e and
- Etche Local Government Arcas

. Tkwerre Local Government Area

Etche Local Government Area
(3]

g —~ %. ~ a o~ g ~~ a o~ 2~
Q) 0o @ o) QD 8&a o0 9
A 2¥ 2§ 5¥ 2 2 B sy
 fe Bpe 8 L2  BEps Qs
1520 - - - - - -
21-30 7(14.6) - 31(67.4) 3(6.7) - e
31-440 - 1531.3) 26(65) - C36.7)  1231.6)  9(20.5)
41-50 1129.9) 2(5) 15(32.6) 24(53.3)  24(632)  31(70.5)
51 &above 1531.3) 12(30) - 15(333)  2(53)  4(9.0)
“Gender ; : o
Male 46(95.8) 35(87.5) 8(17.4) 40(88.9) 21(553) = 6(13.6)
‘Female ~  2(42)  5(12.5) 38(82.6) 5(11.1)  17(447) = 38(86.4)
Marital | | | | |
‘Status : ' ' ‘
Single ~ 7(146) 12(30) 4(8.7)  4(89)  3(79) = 3(6.8)

Married 30(62.5) 23(57.5) 36(78.3) 28(622)  30(78.9) = 34(77.3)
Divorced ~ 4(83)  2(5) 122)  2(4.4) 126)  2(4.5)
Separated  1(2.1)  2(5) 122) 1222)  126)  123)

Household ‘ ;
Size | DR
0-5 17(35.4) 36(90)  26(56.5) 21(46.7)  26(68.4) : 31(70.5)
6-10 28(58.3) 4(10) 20(43.5) 19(42.2) 12(31.6) ~ 13(29.5)
11-15 121 - - 3(6.7) - - '
16-20 242) - - 2044) -
20 & above - - - - - -
Educational
Qualification o
* Higher ~ 11(29.9) - - 4(8.8) - -
Degree ‘ ‘ '
First Degree  7(14.6) 5(12.5) - 4(8.8) - 123)
‘OND 4B 25 - - 253 0 13(29.5)
~ WASC 1939.6) 32(80) 4(8.7) .23(51.1)  17(44.7)  2(45)
FSLC 7(14.6) - 17(37)  5(11.1)  17(44.7) ~ 22(50) .
"Below FSLC - - 125  13(283) 920)  2(53)  7(15.9)
llliterate - s 1226.1) - - 2(4.5)
Source: Field Survey, 2002 ' - | ,
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‘ Marltal status plays an important role in acquisition of capital. Married individuals
are likely to acquire and save more money to enable them embark on available business
“opportunity unlike the single individuals. Married people dominated the three catcgorlcs of
“the markets in the two local government areas of the state. It can be concluded that marriage -
had a positive cflect in pamcxpauon of 1nd1v1duals m palm oil markctmg m the Iocal
government areas.

. The houschold size between 0-5 pcrsons dominated the wholesale and retaﬂ markets
in Ikwerre and Etche Local Government Areas. The dominant respondents in the producers
market in [kwerre Local Government Area were the houschold size between 6-10 person with
58.3%. The small size of household of the respondents is an indication of less financial
demands and less family rcsponsxblhty, which contributed on the paruc1pat10n of the
individuals in palm oil marketmg in the study area. Majority of the market participants in
producer and wholesale markels in both Ikwerrce and Etche Local Government Areas of the
state were West Africa School Certificate (WASC) holders with the 80% as the highest in
wholesale markel in lkwetre Local Government Area while the retail markets in the two local

“government areas were dominated by holders of First School Leaving Certificate (FSLC).
The level of education of market participants may have influenced the marketing system in
use, which is mainly tr admonal methods that does not requlre modem marketmg techniques.

Table 2: Gini Coeffi clent in the three Catggorlee of the Marketere

Ikwetre Local Government Eiche Local ~Government
; _ Area Area -
Categories of Marketers |
Producer ) 0.525 0492
Wholesale 0.561 0.557
Retail - 0.399 0.368

Source: Fteld Survey, 2()02

Table 3: The Calculated Panty Price and Price Spread of per Tonne Palm o |
_Oil in Ikwerre and Etche Local Government Areas.

Ikwerre Local Government Area - Etche Loc'al Government Area

‘Market Parity Price Parity Market Parity Parity
' (PPijj (N) ‘Spread, ‘ . Price (PPij Spread,
S . @™y PSj
Eleleith 143 OOO 00 ~ Igbodoith -~ 138,000.00 - '
Isiokpojth  142,200.00 2200 00 Olakwo jth -~ 134,200.00 -1,700.00
Ubima jth ,140,900;0,0 900,00  Eawi jth 134,150.00 1,650.00
Omerelu jth 141,500.00 - Umuechem jth - 133,700.00 3,700.00
Apani jth 140 200 1,500 Igbojth - 133,900.00 3,900.00
5,200 ~ ‘

‘bource Field Survey, 2002

Table 4 Producers Retall Price Spread of 1 Tonne of Palm Oll in Ikwerre
“and Etche Local Government Areas.

Producer’s share of

Source: Field Survey, 2002

Average retail Farm , Farng-retail ’

price/tonne price/tonne - ‘spread consumer price %
‘Tkwerre 140,000 - 100,000 40,000.00 714
Etche 135,000 90,000 - 45,000.00 ~ 66.7
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Market Structure: The market structure of the Producer and Wholesale markets m both
"Tkwerre and Etche Local Government Areas of the state was oligopoly while the structure of
retail market in the two local government arcas was competitive. A Gini coefficient of 0.525

in Ikwerre Local Government Area indicated an oligopolistic market structure. This implies
that greater portion of markel revenue is concentrated in the hands of few market participants
and it is an indication of available business opportunity with high-expected revenue. Producer
‘market in Etche Local Government Arca, showed a Gini coellicient of 0.492 which implicd
~an oligopolistic market structure. The structure of wholesale market in ITkwerre Local
Government Area as shown in lable 2 indicated a Gini coefficient of 0.561 which is
oligopolistic market. Also, in Etche Local Government Area, a Gini coefficient of 0.557 in
' the wholesale market indicates an oligopolistic structure. Gini cocfficient of 0.399 and 0.367
i were analyzed in retail market in both Ikwerre and Etche Local Government Arcas
™ respectively. This shows that the markets were compelitive in nature and the market revenue
~ was unconcentrated, therefore higher revenue can only be achieved by adopted or mtroduung
a new marketing strategy.

Market conduct, deals with the behaviour of the traders in palm oil marketing. The
common conducts of the three market scgments as identified in the study was collusion
through formation of association. The associations were mainly used to control the market

-~ price of the palm oil product. They were more orgama,d and effective in the wholesale
‘segment, hence they could control producer and retail price by their bulk purchases. It was
also discovered that wholcsalers used [uturce purchase to make unusual prolit. - The wholesale

. also made bulk purchase from the remote neigbouring villages and sell to the retailers to -

make greater margin. The palm oil was usually packed in white 20 litre jerry can for

~ wholesale and retail market participants. Retailers used 1 litre bottles for bit sales to final

consumers. The price paid by lmal consumer was usually prcvarlmg market price and that
was the retail price.

The palm oil marketing channcl in lhc two Local Government Arcas was almost thc

. same. There were intermediaries through which palm oil product passed before getting to the
hands of the final consumers. The channcl was thus producers” — commission agents —»

wholesales —> retailers — final consumer or pfdducer — final consumer. Although the
activities of commission agents were not popular in Etche Local Government Area.

Parity Price: - The parity price in the markets in Ikwerre Local Government Area as shown in o

table 3 using Llele as ith (central) market and having inter commodity transfer in other
markets in the Local Government Area chosen as jth markets. The inter market price
differentials which reflected transports, handling and assembling cost of”spatial transfer

showed a positive spread which is an indication of excess profit. In Etche Local Government

« Area, [gbodo market was chosen as ith (central) markets while other markets were used as jth
market. The commodlty price did not only reflect the transport, handling and assembling cost
- that is parity pn(,c minus the actual retail price in the jth market was not zero. ‘
Producer-retail price spread: The producer share of the consumer price for 1 tonne of palm
oil produced in Tkwerre Local Government was 71.4% while in Etche Local Government, the
producer share of 1 tonne of palm oil price paid by consumer is 66.7%. This percentage is an

~ indication that the producers were adequately compensated for the production of palm oil.

CONCLUSION :

“On the basis of the. study, the followmg conclusions were madc Thc market structurc in
producer, and wholesale markets in both Ikwerre and Etche Local Government Areas of
Rivers was oligopoly, while the structure of retail market was competitive. The production of

“palm oil was mainly handled by male while women dominated the retail market, The
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ducational qualification of the majority of the palm oil marketers in both Ikwerte and E‘ichc
_ocal Government Areas was West African School Certificate (WASC). The channel.of
listribution of palm oil in Ikwerre Local Government Area was about 3-level channel in both

kwerre and Etche Local Government Areas of Rivers State, The producer’s share of -

onsumer prxccs per tonne of palm oil was 71.5% in Ikwerre Local Government Area while
he share in Eiche Local Government Area was 66.7% share of the consumer’s price. Price -
/ariation, hike in transportation fare, high initial capital outlay required to start the business
ind high wages demanded by human labour were the major problems faced by the producem
ind other marketers

RECOMMENDATIONS ~ ' - :
The policy markers should exploit the business opportumtxes in palm oil processmg and
narketing enterprise and make it attractive to the rural dwellers as an alternative to oil
nineral revenue. This can be achieved by rcactnvatmg closed palm oil mills and subsxdnzmg
he procurement of modern processing equipment in place of obsolete machmc that requlre
nuch of human energy. :
Co-operatives should be fofkmed by all categones of traders and old ones reactivated

o become more effective. Public enlightenment programmes such as seminars, public
ecture and workshop should be organized for the producers and traders to enable them
mprove in their marketing system. Producers should be encouraged to increase their scale of
yroduction, package and label their products for proper identification and to encourage
juality competition. Government should encourage the producers by construction of roads
ind maintenance of bad ones to reduce cost of transportation. The marketers should embark
n backward integration to establish own oil plantation to gain higher revenue. Marketers
should discontinue with the use of unions to form collusion to get higher revenue, therefore
fforts should be geared towards removing all kmds of bye law.s that distort the normal
narkctlng system.
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