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ABSTRACT

This study aims to identify the market potential for the Malaysian palm 
oil exports to Africa based on the Extremely Most and Less Attractive 
countries. From the list of 49 African countries, the analysis revealed 
a logical regional ranking of African destination countries in terms of 
the competitiveness of Malaysian exports of palm oil to every market 
destination, and the priority that should be given to each market. The 
Extremely Most Attractive countries are able to increase the intake of 
Malaysian palm oil and the Malaysian exporters are recommended to 
focus on these countries by increasing their marketing activities there. 

Keywords: Africa, Market potential, Extremely Most Attractive Countries, 
Less Attractive Countries, Logical Regional Ranking.

INTRODUCTION

Palm oil was the largest oil traded 
globally with 43.88 million tonnes 
(55%) of total world oils and fats 
output in 2017. Malaysia is the 
second largest exporter of palm 
oil after Indonesia (23.19 million 
tonnes, 53%) with 16.19 million 
tonnes, 37% of total world palm oil 
exports. The exports of Malaysian 
palm oil were mainly concentrated 
in five (5) major markets namely 
India, China, European Union 
(EU), Pakistan and United State 
of America (U.S.A), comprising 
nearly 60% of total exports as 
tabulated in Figure 1.

C o n t i n u e d  g r o w t h  o f 
international demand and trade 

in oilseeds, oils, fats and oil meals 
has exceedingly increased business 
opportunities for producers and 
exporters of palm products in 
developing countries in general and 
for African countries (International 
Trade Centre, 2012). However, 
these opportunities are only partly 
exploited due to investment and 
trade development constraints, 
insufficient knowledge of palm 
oil and inadequate information 
made available to the palm sector 
stakeholders on markets, products 
and business opportunities.

Palm oil  is  of  particular 
importance to Africa. According 
to the Food and Agriculture 
Organisation of the United Nations 
(FAO), oil is currently providing 
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8% on the average daily energy 
intake of the African population. 
The development potential of oil 
palm plantations and processing 
industries attracts the keen interest 
of investors, multinationals, 
commodity traders and business 
developers. Some examples of the 
growing interest and considerable 
financial involvement of foreign 
groups and corporations in the 
palm sectors are located in Nigeria, 
Liberia and Côte d’Ivoire.

Africa has become a nett 
importer of food and agriculture 
products. Data for the period of 
1960-2007 show that Africa’s food 
trade deficits since the mid-1970s 
were due to population growth, 
stagnating agriculture productivity, 
policy distortion, weak institutions 
and poor infrastructure (FOA, 
2011). According to Knox (2012) 
and FOA (2009), the climate 
change is also one of the threat 
factors for crop productivity and 
a major challenge to agriculture 
development in Africa. It is 
getting worse as the demand for 
edible oils in Africa has outpaced 
its production of oils and fats, 
therefore, Africa will continue to be 
a net importer (Minal and Bahari, 
2012). This is also supported by 
Zhou and Staatz (2016) on demand 
and supply projected for various 
foods in West Africa that demand 
for vegetable oil will increase 
faster than supply if current trends 
continue.

Africa also produces vegetable 
oils and oilseed but the production 
is insufficient to meet its domestic 
demand. The study by Mgeni et al. 
(2017) reveals that Africa may not 
have enough capacity in term of 
resources and technology to quickly 
increase edible oil production to 
self-sufficient. Most of the farmers 
are smallholders and produce only 
a small amount of output due to 
the traditional processing methods 
or simple oil processors. In order 
to meet the domestic demand of 
oils and fats, they must import 

from others countries. Figure 2 
shows the total production and 
import of palm oil for the African 
countries. The imports of palm oil 
more than doubled in 2012 and 
continue to increase up to three 
times of the local production in 
African countries.  This clearly 
indicates that the palm oil is highly 
demanded as the production is 
very limited in this continent. 

Palm oil is considered as a 
staple food for the West Africa 
diet and according to Evans et al. 
(2015), thirty percent (30%) of 
the community in Tonga purchase 
palm oil once a week, followed by 

forty-two percent (42%) purchase 
palm oil twice and three times a 
month, and twenty eight percent 
(28%) purchase it once a month. 
The results of the survey indicate 
that palm oil is one of the important 
cooking oils for the community in 
Tonga. However, it is a different 
scenario in urban areas in Ghana 
where they prefer maize. The 
study conducted by De Groote and 
Kimenju (2012) shows that the 
majority of the Ghana community 
preferred maize as a staple food. 
It is also supported by Ekpa et 
al. (2018) that the demand for 
maize in Sub-Sahara Africa will 

Source: ISTA (2015, 2016 & 2017).

Figure 2. The Production and Import of Palm Oil by African Countries, 2010 to 
2016 (‘1000 Tonnes).

Source: MPOB (2011, 2012, 2013, 2014, 2015, 2016 & 2017).

Figure 1. Exports of Malaysian Palm Oil to Major Destinations, 2010-2017.

Market Potential for Malaysian Palm Oil Exports to Africa

1	
  
	
  

 
Source: MPOB (2011, 2012, 2013, 2014, 2015, 2016 & 2017). 

 
Figure 1. Exports of Malaysian Palm Oil to Major Destinations, 2010-2017. 

 

 

0%	
  

10%	
  

20%	
  

30%	
  

40%	
  

50%	
  

60%	
  

70%	
  

80%	
  

90%	
  

100%	
  

2010	
   2011	
   2012	
   2013	
   2014	
   2015	
   2016	
   2017	
  

India	
   European	
  Union	
   China	
   Pakistan	
   U.S.A	
   Others	
  

2	
  
	
  

 
	
  

Source: ISTA (2015, 2016 & 2017). 
 
Figure 2. The Production and Import of Palm Oil by African Countries, 2010 to 2016 (‘1000 Tonnes). 

 

 

 

2010 2011 2012 2013 2014 2015 2016 
Consumption 6035 6172 6783 7686 8388 8855 8887 

Production 2026 2098 2210 2292 2365 2380 2439 

0 

1000 

2000 

3000 

4000 

5000 

6000 

7000 

8000 

9000 

'0
00

 T
on

ne
s 

0 

2000 

4000 

6000 

8000 

10000 

2010 2011 2012 2013 2014 2015 2016 
Production 2026 2098 2210 2292 2365 2380 2439 

Import 4940 5212 5396 6448 7268 7416 7008 

'0
00

 T
on

ne
s 



OIL PALM INDUSTRY ECONOMIC JOURNAL Vol. 18 (2) SEPTEMBER 2018

12

increase triple by 2050 due to 
population growth. Meanwhile 
in Imo, the households in Imo 
State preferred groundnut oil 
according to Oguoma et al. (2010) 
in his study on the determinants of 
household demand for edible oil 
in Imo State. Despite the fact that 
demand and preference of oils and 
fats vary in Africa, but there is an 
opportunity for growing palm oil 
demand in this continent as the 
Africans grow. Meanwhile Figure 
3 indicates the production and 
consumption of palm oil by African 
countries. 

Naylor (2016) mentioned that 

Sub-Sahara Africa has a faster 
growth and the highest fertility 
rate and is expected to double its 
population by 2050. According 
to Martielli (2018), the trade 
of vegetable oils in Africa will 
increase significantly by 33% by 
2030, with population growth 
being the key driver. This shows 
that there is potential demand for 
palm oil in Africa as the demand 
for regional increases despite the 
increase in production of the palm 
oil in West Africa. The estimated 
population and oils and fats per 
capital consumption of African 
region in 2016 were at 1.082 

billion people and 13.61kg per 
person, respectively (ISTA Mielke 
GmbH, 2017). Figure 4 shows the 
population and average oil and fats 
consumption per person in Africa.

With the efforts of Malaysian 
palm oil industry players, MPOB 
and related agencies, about 50 out 
of 56 African countries imported 
Malaysian palm oil (Isa Mansor 
& Hisham Hussain, 2016). The 
markets of Malaysian palm oil 
spread out almost in the whole 
Africa and not overwhelmingly 
dependent on a country. In 2017, 
eleven African countries imported 
more than 100 000 tonnes of 
Malaysian palm oil (MPOB, 2017). 
The said countries are Benin, 
Ghana, Egypt, Tanzania, Nigeria, 
South Africa, Kenya, Ethiopia, 
Mozambique, Djibouti and Angola 
as illustrated in Figure 5. 

METHODOLOGY

The panel data from the year 
2010 to 2016 were gathered and 
sourced from MPOB, Oils World, 
World Bank and UnComtrade. 
The data were grouped into 
weighted variables and analysed 
using Selection Matrix method 
as introduced by the US Soybean 
Export Council (2011). 

Selection Matrix

From the list of 49 African 
countries, the analysis reveals a 
logical regional ranking of African 
destination countries in terms of 
the competitiveness of Malaysian 
palm oil exports to each market 
destination, and the priority to be 
given to every market. Then, the 
selected countries will be ranked 
from Extremely Most Attractive to 
Less Attractive categories.

Variables Explained

A to ta l  o f  10  we igh ted 
variables were clustered into 
4 categories, namely palm oil 

Source: ISTA (2015, 2016 & 2017). 

Figure 3. The Production and Consumption of Palm Oil by African Countries, 
2010 to 2016.

Source: ISTA Mielke GmbH (2015, 2016 & 2017).

Figure 4. The Population & Average Oil and Fats Consumption / Person in Africa, 
2010 to 2016.
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complex, trade, population and 
domestic consumption.  Each 
country was ranked by variable 
to reflect the potential range of 
Malaysian palm oil imports, from 
Extremely Attractive to Extremely 
Less Attractive. The categories 
and weighted variables used are 
explained as following:

1.	Palm Oil Complex
a.	 Palm oil production in the 

African countries
b.	 Palm oil imports by the 

African countries
c.	 Malaysian palm oil imports 

by the African countries

It is assumed that the historical 
production of palm oil, as well 
as the historical imports of palm 
oil comprise a good indicator 
of potential imports from these 
countries. The Selection Matrix 
showed that Nigeria achieved the 
highest score with 16.45, followed 
by Ghana (15.15), Angola (14.85), 
Benin (14.80) and Congo (13.30). 

2.	Trade
a.	 Overall Malaysian imports to 

African countries
•	 The African countries 

with significant Malaysian 
exports  are  assumed 
to have a strong trade 
relationship with Malaysia.

b.	 Logistics Performance Index 
(LPI)
•	 The index was released by 

The World Bank and the 
scores of 2016 was used in 
this analysis. It measures 
performance along the 
logistics supply chain in 
a country and offers two 
different perspectives: 
international and domestic 
(World Bank, 2018). 

c.	 Import costs
•	 These variables use the 

Wo r l d  D e v e l o p m e n t 
Indicators data from The 
World Bank to rank African 
countries at the average 
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fee of a 20-foot container 
accrues (US Soyabean 
Export Council, 2011). 
The fees include cost 
related to documentation, 
administrative matters, 
customs broker fees , 
port handling and inland 
transportation. 

For these variables, Egypt scored 
the highest value of 11.95, followed 
by Nigeria (10.45), Togo (10.20), 
South Africa (10.05) and Ghana 
(9.80).

3.	Population
a.	 Total population in the 

African countries
•	 The total population is 

based on the definition 
of de facto population, 
which counts all residents 
regardless of legal status 
or citizenship (United 
Nation, 2018). 

b.	 Urbanisation in the African 
countries
•	 This variable aims to 

examine the relationship 
between urbanization and 
imports of palm oil.

It is assumed that more populous 
and urbanised countries will 
demand more palm oil in the 
future. Ethiopia scored the highest 
value of 6.95, followed by Nigeria 
(6.9), Tanzania (6.75), Congo 
(6.65) and Uganda (6.5). 

4.	Domes t i c  O i l s  and  Fa t s 
Consumption
a.	 Vegetables oils
b.	 Fats

The data relies on Oils World (ISTA 
Mielke GmbH, 2017). Vegetable 
oils are aggregates of palm oil, 
soyabean oil, peanut oil, sunflower 
oil and cottonseed oil. These oils 
are a competitive and substitute oil 
for palm oil. The result of Selection 
Matrix for this variable indicates 
that Egypt scored the highest value 

of 7.28. Then by Nigeria, South 
Africa, Algeria and Morocco with 
values of 7.20, 7.13, 6.75 and 6.68 
respectively.

RESULTS AND DISCUSSIONS

After all the weighted variables 
are sorted and summed, the total 
scores between 1 and 49 were 
obtained as tabulated in Table 2 
to reveal a range of potential for 
Malaysian palm oil imports to 
Africa. The total score of 49 reflects 
the Extremely Most Attractive for 
Malaysia palm oil imports. 

Figure 6 shows the production 
and import of the Extremely Most 
Attractive countries. It clearly 
indicates that most of these 
countries are strongly dependent 
on the import of palm oil in order 
to cover their low or no domestic 
production of palm oil except 
Nigeria.

Figure 7 exhibits the production 
and consumption of the Extremely 
Most Attractive countries. The 
domestic consumptions of palm 
oil in every country increases year 
by year. However, only Nigeria 
and Ghana have domestic palm oil 
production and their production 
were unable  to  cater  local 
consumptions. Thus, they need to 
import palm oils from Malaysia or 
other producing countries such as 
Indonesia to satisfy local demand 
(Figure 8). 

Figure 9 displays the percentage 
of Malaysian palm oil imports as 
against total imports of palm oil 
by the Extremely Most Attractive 
countries. The graph shows that 
the percentage of Malaysian palm 
oil imports was unstable and 
deteriorated, except for Tanzania 
and Kenya. Meanwhile,  the 
percentage of Malaysian palm oil 
imports to Nigeria was the lowest 

Figure 8. Total Malaysian Palm Oil Import vs Palm Oil Import for Extremely 
Most Attractive Countries (2010 to 2016).

Figure 9. Percentage of Malaysian Palm Oil Import for Extremely Most Attractive 
Countries (2010 to 2016).
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and there was a sharp decline in 
percentage of Malaysian palm oil 
imports by Egypt. 

CONCLUSION

Of the 49 countries in the African 
continent, not all of these countries 
are equally important to potential 
Malaysian exporters. The study 
found out that the Extremely Most 
Attractive and Most Attractive 
countries were in West and East 
and South Africa, except for Egypt 
which is located in North Africa. 
The said countries are Nigeria, 
Ghana, Egypt, Kenya, Tanzania, 
South Africa, Benin, Ethiopia, 
Mozambique and Angola.  It is 
recommended for the Malaysian 
exporters to increase the volume 
of palm oil exports to this group 
of countries. However, it is still 
early to draw a comprehensive 
conclusion on the potential market 
for the Malaysian palm oil export 
to the African Countries as other 
elements should also be included 
in this study.
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