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Executive Summary

There is no oybean production in the Dominican Republic due to climatic limitations. Other oilseeds such ascoconu
and peanu are used for higher value products, leavingvery simall quartities for oil extraction. Palm, the mgjor source of
oil production suffered cons derable damage as a consegquence of hurricane Georges in September 1998. Its
production was downin MY 1997 thirty percent to 12,000 MT. Production is not expected to increase in the near
fuure.

Practically al soybean medl isinported fromthe United States (nearly 99 percent) with minmd quartities from South
Armerica (Argertina). 1t is mostly used in anmal feed preparations by the poultry and swine industry. MY 1997
showed a twelve percent reduction of imports as the poultry population was reduced to half due to the devastating
effects of a hurricane in Septenber 1998. Estimates for MY 1998 are prorrisingand the out year is expected to reach
280,000 MT. U.S. Soybean meal has nost of the Dominican merket because of proximity, quality and price. No
charge in the market is expected in the near future.

Qil production islimted to 17,000 MT of crude pam oil and coconut oil representing less than thirteen percent of the
country’ s tatal demand.  Soybean oil importshavereached 96,000 MT in MY 1997. About 20,000 MT areof U. S.
origin. Sunflower oil imports were 14,300 M T with athird coming from the United States. Cornoil, althowghin sialler
quartities (2,800 MT) is imported exclusively fromthe United States. Estimates for MY 1998 and MY 1999 reflect
continued grow. The mgjor conpetitor is South America (Argerting).

Althoughover eghty percent of the vegetable oil and practically al the meal consumed in the Dominican Repubilic is
imported, the GODR does rot have aprice support prog-amfor oilseed, oils or meals production.

The Dominican Republic bourd its meximumtariff on nost agricultural iternrs, including oilseeds, oils and meals at 40%
urder the World Trade Orgarization ageerment. Most observers, however, believe that oilseed tariffs woud not
increase beyond the applied ratesof 3% for soybeansand 5% for other oilseeds (plus an 8% VAT), 10% for crude
degummed oils (30% for refired). Meds are tax exenpt.

The Dominican Republic does not subsidiz or restrict the trade of oilseeds, oils or meals. However, the government
prefers that all trade be conducted througha regstered Dominican agert. Non objection cettificates are readily
avalable throughthe Secretariat of Agriculture (SEA). This practice is expected to be phased out by the year 2004.

The Anerican Soybean Association representatives visit the Dominican Republic regularly to service the merket in the
Dominican Republic as wel as Haiti through seminars and technical assistarce.

Oilseeds
Production

The most importart oilseed in the Dominican merket is the soybean and is not produced domestically because of
climatic conditions. As aresut, soybean products are imported to satisfy the local market requirements.
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Other oilseed production in the Donincan Republic, such as copra, have gradually decreased as a consequence of the
relatively low prices of other vegetable ail in the international market and due to conpetition for other higher vdue
products derived from coconut. As adirect corsequence, there are only small quartities of copra available for oil
extraction. Peanus whichwas once the mgjor raw nreterial for oil extraction has had strorg conpetition fromless
expersive oils in addition to a strorger demand for direct corsunrption. The better prices offered by the snack food
industry have left practically no peanuts available for oil. Palmproduction for oil has beenreduced as a resut huricane
Georges. Pamproduction for oil represents less thanten percert of the country’s ail requirements.

Expectations for increase in oilseed production in MY 1998 and years to cone are marginal as no new investment
projects are in sight for peanut, palmor coconut. Copra production is currently at about 8,000 MT with a sight
downward trend resulting from the last two years of dry weather. Pam production is stable at approximetely 60,000 to
70,000 tons and is used for oil production. Copra avaiable from coconut wades is processed for oil.

Consumption and Trade

There are only two comparies processing Dominican oilseeds. They are in order of importance: “ Sociedad | ndustrial
Dominicana’ (SID) ard Mercalia. The first is mostly involved in refining imported crude degummed oils and further
processing crude palm ail, very small amourts of palm kernel and copra, while the other refines crude degummed oils
and processes the copra avalable fromtheir own plantations in addition to scattered quantities bought fromfarmers.

Palmis crushed to produce crude palmoil. Crude padmail is nonmally refined or futher processed as a conmponert for
other localy consumed indudtria products and occasiondly small amounts are exported to nearby idands. Two
companies are devoted to palm oil production: INDUSPALMA, a sister cormpany of Sociedad Industrial Dominicana
(SID, tre largest industrial consortiumin the courtry and a Unilever associate), and INASCA, an indeperdent producer
tha processes pam and sels its crude oil to two big processors. BothINDUSPALMA ard INASCA Agroindustrial
have their own extraction facility & the plantation site.

Over 8,000 MT of coprawere processed in MY 1997, yieldingless than five thousand metric tors of crude ail.
Estimates for MY 1998 are lower as aresult of hurricane Georges. As of March 1999, it appearsthat thsyear’'s
production will be lower thanthe last two. Coconu oil yields in the Dominican Republic are slightly lower thanthe 62
percert average reported in other courtries. Industry reports thet the lower yields are due in part to some agingand
trangport fromproduction sites to processing facilities. Because of the reture of the oilseed produced, there are
insignficant quartities exported.

Stocks

The volurres of peanut and copra are very svall and difficult to estimate.
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Policy

Although over eighty percert of the vegetable oil consumed in the Dominican Republic is imported, the GODR does rot
have a price support progamfor oilseed production.

The Dominican Republic bourd its meximumtariff on nost agricultural items, including oilseeds, at forty percent urder
the World Trade Organ zation agreement. Most observers, however, believe thet oil seed tariffs would not increase
beyord currert levels of three percent for soybeansand five percent for other oilseeds (plus an eigit percert VAT).
This will not affect the processors as there is no large crushing facility inthe courtry.

The Dominican Republic does not subsidiz or restrict the trade of oilseeds. However, the governnent prefers thet all
trade be conducted through a registered Dominican agent. Non objection certificates are readily available through the
Secretariat of Agriculture (SEA). This practice is expected to be phased out by the year 2004.

Total Meals
Production

With the exception of about 2,000 tors of coconut meal, there is no other oilmeal produced in the Dominican Republic,
except minimal quartities of palm kernel meal produced when small amourts of palim kernel are crushed. Coconut neal
production has cortinued to decrease and currently represerts less than two percent of total demand. Estimates for
MY 1998 are expected to be lower as aresult of huricane Georges. The mgor consumers, feed processors for the
local poultry and swine industries, rely ertirely oninported U.S. soybean meal (48% protein) to satisfy the sectors
requirements. The United States hes remeined the DR's mgjor supplier of soybean meal because of quality, price and
proximity athough there are sorre imports from South America (1%o).

Consumption and Trade

DuingMY 1997, soybeanmeal consumption decreased twelve percent as a resut of the passage of hurricane Georges
through the Dominican Republic. The destruction of a considerable number of poultry farms dropped consunyption to
229,000 MT/year. Egtimatesfor MY 1998 are expected to reach 270,000 MT as the poultry industry recuperates. In
addition, the out year forecast is expected to continue the growing trend since poutry production has not met the local
demand as of March 1999. Consunption hes increased steadily over the last decade, reflectingan increase in
conaunption of formulated feed, and minor exports to the region.

Although official export statistics are not complete, industry sources have indicated thet feed exports (20-25% meal)
have decreasad in recent years with the collapse of the Haitian poutry industry. DuingMY 1997, less than 500 MT of
feed moved informally to feed the currert bird (layers) popuation in Haiti. Inaddition, there are minimal quartities of
feed exported to the rear-by isands.

U.S. Poultry exports to Haiti increased from an average of 55 M T betweenCY 1991-1993 to a record highof over
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18,500 MT inCY 1998 (MY 1997). Sourcesinthe industry irdicate that Haitian producers are begimingto inport
layers and sone broilers duringthe first quarter of MY 1998.

Protein meal imported into the Dominican Republic is mixed with other imported ingredients to manufacture formulated
feed, mostly for the poultry and swine sectors (75:20). The balance is used for cattle and other specialty feeds. There
were two major producers inthe formulated feed industry who merged and processinto feed over thirty percent of the
soybean med inports. The old rivals Proteinas Nacionaes and PRONALBA became PROTEINAL witha
management contract with Purina.

In addition, the larger poultry producers, poultry and swine associations, and mgor cooperatives raising poultry and
swine prepare their ownfeed formulations to minimize costs. Thesetwo sedors use most of the soybeanmeal and
supply the Dominican popuation with most of its protein intake (poutry and pork meat and eggs). Secretary of
Agicuture data indicate thet per capita corsunption of eggs has increased drantically over the last decade although
theindustry indicates thet 20-30 percent of the egg production noves informally across the border to the Haitian
market.

The Dominican Repubilic relies almost exclusively onthe United States for its soybean meal imports as price, quality and
proximity are the mgor determinants. Soybean meal hes no import tax. Average prices are presented below:

Wholesale Soybean M eal Prices
(RDS$/CWT)

March95 March 96 March97 March98 March99

180.00 190.00 200.00 207.00 213.30
Exch Rate
RD$US$1.00 13.50 13.70 14.00 14.50 16.20
Source: Industry
Stocks

Stocks aredifficult to estimate since large producers ard producers asociations tend to purchase directly. A rue of
thumb is that they tend to keep a nonths supply. This ranges between twerty and thirty thousand netric tons.

Policy
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As in the case of oilseed, the GODR does rot have a comprehersive developmert strategy for thefeed sector. Current
GODR budggetary condraints will make any future plan difficult to acheve. Nonobjection permits are readily available
forimports of grain, meal and other feed ingredients but are still required. While soybean neal imports are not
restricted, the are eight commodities which include poutry and swine (sectors thet use the mgjority of the soybean meal
imports), continue to be protected with permits thet are orly issued urder special circumstances.

American Soybean Association representatives vist the Domincan Republic regularly to service the market in the
Dominican Republic as well as Haiti through seminars and technical assstance. They aso use a part-time consultant to
service both countries

Marketing

Soybeanmeal is imported by a consolidated meal producer who prepares formulated feed for the mediumsize to small
producers in the courtry. Another portion of theimports is done directly by themgjor poutry and smine producers ard
associations who prepare their ownfeed formulations.  Some of the formulated feed also services the Haitian market
though informal trade.

Total Oils
Production

Domestic vegetable oil production is limited to palm(producing 12,000 MT of crude oil) and copra (producirg less
than 5,000 MT of ail). Locd production of oil represented less than thirteen percert of the total supply in MY 1997
and is expected to fluctuate little over the next two to three years. There are no mgjor investments programed for the
near futurein light of giff competition from inported soybean (96,000 MT), sunflower (14,000 MT), corn (2,400 MT)
and paim (1,200 MT) oilsin MY 1997.

Pamoil production decreased considerably as aresult of dry wesather in the producing region and the effects of the
huricanein Septermber 1998. As weather improves, production is expected to improve gradually asthe plantations
recuperate. InMY 1997, palm oil accourted for the bulk (70 percert) of total domedic oil output. Most of thepalm
oil is processed further (fractionated) into the edible fraction (used for margarine ard oil) and the inedible fraction (for
soap). There are two companies with paim plantaions and extracting crude paim oil. INDUSPALMA a sister
company to the Sociedad Industrid Dominicana (SI1D) which is part of the mutinationa Unilever family and INASCA,
an indeperdent producer which slls the crude oil to MERCALIA ard SID for industrial use

There were five edble oil processors in the Dominican Repubiic: - SID (also associated with Urilever), “MERCALIA,”
"Cesar |desias, "Industrias Doninicana de Grasas Comestibles' (INDOGRASCO)." As awthole the aurrent rated
capacity isove 110,000 MT. SID ard MERCALIA cortrol approximetely 75 ard 20 percert of the vegetable oil
market, respectively.

Coconut ail production is limited to the copra remaining from coconuts which do not meet quality reeded for either
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direct export or processing (i.e. syrup for pina coladas, etc.). Occasionaly, some coconut oil is exported to nearby
idands, athough this was not the case duringthe last marketing year. There are numerous coconut producersinthe
courtry and many of themsell their copra to the oil processors directly. A sister conpany to MERCALIA is anong
the mgjor coconut producers.

Consumption and Trade

Tota domestic consumption of edible oilsinMY 1997 hasircreased over the last year and is expected to continue to
grow. Estimatesfor MY 1998 ard expedations for MY 1999 will probably show slight increases with, perhaps some
minor fluctuati ors.

Current prices for oils have irncreased about fifteen percent over the last twelve nonths and nost of it hes been dueto
locd curency devauation. In spite of these increases, consunrption hes continued to grow. Trade of vegetable oils to
Haiti may be dso resporsible for higher disappeararce levels.
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L ocal wholesale prices in Dominican Pesos are preserted below for reference:

Wholesale Pricesfor oils (RD$)

L00eTe 0] 1 1 0 | T

Pearut Ol (SUNflOWer) - - === === === = == e e

March 95

301b. can 296.26
151b. can 157.15
7.51b.cel 4/cs 80.11

1Ib. bot.24/cs 12.44

301b. can 208.30
151b. can 113.20
7.5 |b.cal 4/cs 52.65
11b. bot.24/cs 8.85
301b. can 318.31
151b. can 168.65
7.51b.cal 4/cs 85.97
11b. bot24/cs 13.37

rate(RD$USH1) 13.50

Source: Irdustry

March 96

March97

March 98

287.16
150.00
72.67
11.88

March 1999

309.55

175.77
85.55
13.32

270.20

141.62

73.96
11.35

362.40
192.26
97.95
15.15

16.20

Corn oil merketed in considerable less quartities has increased from RD$92.60 gal/ to RD$102.53 durirg the lag
twelve months (March 1998 vs March 1999).

Price has been the most importarnt congderation dictating the source of imports. Because of thelower Argertinean
prices, the industry gererally imports South American oil. U.S. oils have had limited success in the Dominican market
sirce the phase out of the PL-480 programin1989, except for emergency purchases or discourt loads. The Export
Erhancement Program (EEP), Surflower Assistance Program (SOAP) and Cottonseed Oil Export program have been
available inthe past but unused. Industry sources attribute the lack of purchases to the low bonuses offered and the

UNCLASSFIED
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avalilability of cheaper oils from South America.
A summary of the Dominican vegetable oil inportsfor MY 1995, MY 1996 and MY 1997 is presented below:

Dominican Imports of Vegetable OilsMY 1995, MY 1996 andMY 1997

1995 Type Quantity(MT  Origin
Soybean 97,386 13% U.S.
Surflower 9,188 0%U.S.
Corn 2,698 AllU.S.

GRAND TOTAL 107,872

1996 Soybean 94,267 15% U.S.
Surflower 10,648 0% U.S.
Corn 3,093 Al U.S.

GRAND TOTAL 108,008 20% U.S.

1997 Soybean 95,984 21% U.S.
Surflower 14,988 33% U.S.
Corn 2,820 Al U.S.

GRAND TOTAL 113,792 25% U.S.

Source: ndustry.

Exports of Dominican oils to nearby islands are aimost non existert. With less copra available for crushing and
relatively low prices for coconut oil, exports practically sopped inMY 1997. Minimal quantities of soybean oil exports
have been registered by the GODR (less than 100 MT), but this does not include soybean oil which crosses
unregstered irto Haiti. The Dominican Republic is an observer &t CARICOM and if the DR joins that organization, the
industry believes it woud be competitive ard there could be an increase in vegetable oil exports. Barringthis, the trerd
is not expected to change in the near fuure.

M arketing

The Dominican oil merket is very conpetitive with an average supermearket carryingat least six brards. Currertly ad
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in addition to the local brands, the nost popular brands appears to be Crisco (with canola and soybean oils) and
Mazola (with corn) imported fromthe United States. The mgjor selling poirt of this ail is its presertation and its price.
The principal brand CRISOL, a crude degummed soybean oil imported nmostly from Argentina is refined locally has
been the leader in the market because of its price. Asamngjor producer SID (Sociedad Industrial Dominicana) has
their brands and there are ro private labels of importance manuectured locally.

Policy

For information on oil tariffs and policy, see Oilmeal Policy section. The eight percent value added tax is not applied to
oil imports to maintain relatively low and stable prices for the consuner. The Dominican Republic does not subsidize or
restrict the trade of vegetable oils. Howewver, the government prefers thet all trade be conducted through a registered
Dominican agert.

American Soybean Association representatives, particuarly oil processor consutants visit the Dominican Republic to
service the oil processingirdustry.
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