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, Co i~,trtliltt(!~J:!qncr:tQ:tli¢ B 8tltAlllUtC1ICQflf(Jrel1c;~of(Jt,e·A'lt~ttati{J", 
l:lgrictlltllr(ilEc~i10"tics:~()()t(!tj1i,Fl1brc(atJ ,7;'1'1i .. 1994,Vict(Jria, 

rjhiver$it~,J'trel#rrgt()n) New ;Zl!(lllll1d~· 



PCitlllttia,lCttlsl{i11.gMa'(giltfOt LitlQIZiJ;: 

AJlt1EXp~(j):1ratl1.1:Jf •. A:·ttal1Js:is~ 

DUptlrlme.1tlo/ ASJ'icu:lblmlJ1ud R(tsanniC BCCI1r:nltics 
tbl'iVCtSUllojNerv SnglaJtfi;; ilrmlrlnla, NSW 2351 

i:1.s JJ tcsul.t'o/thlt 'rrtthcr .1Jllr.lQ'ts$t'nt~()ft1zc ltJ(Jrtrlcer.mlruni' 
'{l'C) QrUlitf:ktJt'S.'to ilsccds", tt~hic1t !form ·fl. tClflt'it1d 1 USluan~uJrt()f tile 
AustrnItrttt rtrftdtJ~oltomUtnreIJcr1t.:CS''CJ:mulncdlJ1J .gr.otul1rs(J.$ fl. 
7.1lal11il' :olternli. titre :t-otnuiit:i()l1tllCf(fP$~ Coit$ei[JumtJUfl~iif(Jl ({1M, 

illle'll' 'CSll{Oii'iI¥Jvltll1/.uui:m·/:sfu!xlt :is beilll{ scrllt1Jllsful.QSal1e such 
l11:/'cnJrJt'fi:ur. .f)({Spitl)c1.(1iWtul -rtlittilJutes., Uta' futtlrccC(J/mmic 
poteu,t1ot .of 1~t:lwlnrcgnrd il1g1f$()fflJct:sanrct'tl ht.St:tlb crib 
fn.i':wcl'$(ludcrusltCts tCI1Jniu:slnrgalgl1 -11141:(£1" fafCcntjtrctutiJ;.. 
Glarml cOl1tpcl,;nituJ1JC$$(j!Ausl:talfl1u:otusfrors: 'will il(~pettdal1 arl! 
ntrtgttltudqo! :lheir 'CFUSltittg ItHl,,~/1fs~l~qrl1$.tA,llsl:rttJfal1 /nf.mal's 
luny boob1eta protillce vi/seerisC'(unpetiUvclY(lteJ:p.otl parity 
l)tlcc$IUnl :Stt1nemdY'l1 Of be said jor Attsfrn UmtcttrslmrS1J)IJ:1JI'lIP 
l1re'l'Jnlmrtl1{glt ·concl,ut(:rnt"ro.ua·ttn 1:m:.kof slJeci:uUsntimt in the 
crush.ing 'il1'dll$Jr1J~ Tha1itulti-crushappr.oar.h nil.oJ.1t'C(ll1y 
Ilustr4tiftl1crus:lwf's iiml'U(},sn similnrcrlfsJdug UWtgll1 for Jjiuolfl 
It.s !artUQsl" ·ather.ai/seeds .. 

The incorporation of oilseeds intotradiUonal rotation s}'stenlS in Austrahu is a 
.reccntphenOm~1n()n lrfgg<?tadhy fn.ctorsaffecting the traditional cerenlctops as 
well as oilseed yIeld and price devQlopn1J~11tS. in date, oHseeds have phryedonly 
a tn:iuor role in AttstraHa,n f)'rimtltyproduct:iol1 despite an. increased dnlnestic 
de.mand ror oBseeds and oilseed products. Generally, producers hnvebcel1 
sluggish in fhe.ir response to the incr~asillg detlland fat oUseeds dUCJ11u.i111y 1:0 
the prevailing atn.l0s:pnere of ttnccrtalrtty both ahout prol,er tech.u,iqu:es ·()f oilsced 
prtlciucttottand the st:abiUty of seed" tlHand :mea:lprkes. 

P(JIJt?r lJI't1S(UUtl/ tit tlu' .f811i AlmUttt Cr:w/ef.Cllff!.f.:'Ij' tile IhutntlilUl Jlg:rir:ntmfltl 1J;.t.'mumlif~tSnrif!t)', 
"'t~11rlt(JJ'Y '1* 1I. 1994. Vh·'t()tj(l {Jlill'cnfily.Wtd!inglan. N't:'w.'Z:tttlwlll. 



Be.ing ;Qp:ti<:tl .taker ~fi lhe,~~dd market for io.iJsee~is,. At~gb"al1all :Qllsecdprices col;e 

dicfatC(t iby :the 'nntute·of'wt.l~ld ,oUs~ijd l~tl(tre ;tnCrvet,11C.lttS. "to n'lf4.:tgeextenl, 
thercfQt~/' ·dO,Ulestic lj,dc~sx:vIll b~\Ynhlt\ (!XPOtt rmd. :imp.Qtt:~pn.d.~ypd(!es.Tfte 
:ptk~s,of s()ybennsand: soybcnn; ptoduetsjvihichnre ~mtre{ttly' the tllost\"1:1de1l 
'traded tlilseed" !nav~ t.etldedtobe (he ba.s.is fo:rtb.ep.d~b~S:t)folhc,t~onse(!dsand 
thotr :p'l~()du.~tsf 

The btfluefjCQ·of tho \vl)rldmJltKut ltltltiunn 'tho :p;r,ic:tts .ra.¢,ulv~dby AuS't:rt1lian 
oUseedp.tt)d ticer:s lsdepe.llduIlt: ,t)ll·(hQ:axto,Ittof .govetn:meJJt 'lJl1urvf~J.l1i.ona:ttd the 
sbuct:ttre~lft:he local market fO.r oilseeds and their pr()du.cts .•. At:prasentl the 
Aust:ralitlli. gC);\l'enltlltlnl11a..l) lllit\,bl\~d 'blvolvell1eillt 1.t1lhU' oilseed ectlt\Ofay U1Jt! {ht~ 

:fteQn(1'w()r(hei(!ol1l:rn:(ldHybnplicr~i flS Jnd.tcatt!d.by ·Kraftand. .Piggott (1990) ... thut 

grc)'\\ters \'\rilla.t OCaa$tte~eive tha h;nptlf:tpmd typrice fat locally nrov'/ll oi:lseeds. 

The crushlngmat'Sin is Utlrtl'tnllyde!ltled as lhedlffcnmcG' bet\v:e~l1t.he value()f 
tbe oU.and llleal obtab.led 'frot):,t;t:\ tonne of t~i1sQe.d and Hn~ prieze ofa lOJtl1e ·ofthe 
uoprocessedeJilseed. The Jllagrdtud~~o.f the crushing tltargiJ1 St'll defIned is lal7go1y 
a reflection ,of the physic,al charnctaristlcs of the oilseed and lls t">ilsandtll(wls" lhe 
Jllatket Sl'1:tu:ture and ('rushing effkien,cy. Such lua.rginswil1 bedelerrnincdrtoa. 
la'l"geextel1tl hy the price and meal yieldt1f oilSot1ds,menl quality (proteinalld 
ulle·ltgy v'alue) and crushing!oilextraction c():sls" Seed meal: prices ate influellcea 
bypla.ntcapadtya.nd the costs asstlciated nlark(lttn,g,stor~rge and i11ptttS. 

This paperexulllines scn:rxe of 1h.o factors influe.tlci.ng the c.rtis.hing ll'largI:rls that 
may he ohtai'nable franl n new oilseed, Linnla. The fU.t'ure pt)tentialofLinl11a. and 
olheroilseeds as major players in AustrnJhrn ruralpr(~ducti()n ilre cC)J1'sitlered in 
this context. Som.e policy issues are also dIscussed in the li.gilt(;)f l'ocent 
developnlunts i.n the Australiall ollseed Industry, 

Ollseeds, classified aspnrt' of lht~ coarse grains group fore F).toccssed and used 1n 
a variety of \\fays fhat dlffetcntiate the ll1.nrket don1estkal1Yiu1d abr(l~"d.. This 

group of aups have rOt some timet 'be<:ltl identi'flod OF Ol1emmlllS ,ni 
diversification the A:nstralhln rural eCOlulnlY. Such diversiflcalillH has beCCmlQ 

l1ecessary tt)tcGiuce theeurtt~nt flu¢l'uatiol1s inr1at..it'lnnJ eCt)llmnic itlrtttncS \v.ith 
world lnarkot 'fluclttations itl th(;\cerea:J ont1wool ind,tlst'rl.es. 



Oil$~~tt$ ,foltrn '~re,h:tHveI}t srtt~:llpa.ttt:)f the Austtalhut,gtalne¢()uoluyttodas 
sho\vn in table lit Austrnliiut:ptQdlleHol1: 'oxoUseedS!tOtllipdsesa.smaU. :Pttl}?tltUQtl 

of thewol"ld trAde lllpUS¢~d5.,:tl\r(H"t~V~flthenpptt.rendy .growlngd~pendetl~e of 
theoi,lseadgr()tv~:r$ Jonth¢cxport nlttrkpf:$ has :in1pUeaU0l1s f(lrprod ucetterms ·of 
h\~deba$adon i\~Qtldl'l\atkt1t develo.l~nnents" 

There are ,se~ten rnaiooi1sQ(!US thu,taru cQfecotto,mic Importatt.ee In the Australian, 
()Useedsi.nduSltYI i\\lhl¢h ha.sa.t1art.h:ualvalue of nbQt~t: $200u'l11Hotl. They ate 
cottonseed, safIlo\vcr,Cal101u (tapes(~cd.)1 sttn:flo\\"'et,peOlluts(groUllth1utS), 
soybeallSat\d lillStlcd. 1l1ealluts, SOrfl()WetaJld linseed aretheo111y ·oUs~Qds ·that 
baveb~e,t\historleaJlyculHva('cd in Austra.linb;) ~Ul)r apprcclableexfcllt. 
Sttltfl,),ye.r~Ca.nola £tll.cl SQ)tbe~lnSI \vhichh.ave .0: nlorcrecent: ctdtivat.iOllhJstory, 
lutve J.,ev~rthelcss JOb.l.Uy overtake.!l. peanutstsaiflowet alld Hn.seed it.\ {ermsof 
~lggregate production. Theseincreasesii:t l'todllction have bqen due to varietal 
itnprovernenls st(llllnling frOll) h,c:toascd demand fo.r th~sconseeds .rUld 

cOJ,seqtlant·incr~asc.~d research (;')utI:ay. 

The distdbuHon ·of oilseed pToductl011 It1 AUiitraliQ is provided,irt T.abl~ 2 ~with 

NSW all.dQu~ensbJld being thelnain t")i~;'1~d· producing states. 13et1-veel1 1.981 
and 1991, these states alOlle conttibl,:\('d,()t'\ nvera.gn, just under 95 pet centef 
Aust:rallu·soUsead crop production. 

The.nlarket for ollseedsntld their products -oUSt fatSrtlld :hJgh..,ptoteln. lJleals ... 
()l-"H~rales vlith.in.nralhercomplex structure given. ,thediver.s:lty of products 
represented as v~1en as the hIgh level of substitutability bebveen theCOtull1odit:les .. 
Figure 1 is a schentattc represent'atiollof the structure of the Australi.nn()ilseed 
ec:nnQl11Y. The delnand f(')r oilseads by oth(lr than. crushers is lndtlpendent of the 
detna11d fe)t; oils and fatsnnd lueals. But there iaa strong intardependence 
b.ehv'ee.n the supply of seed meals and th~lt of vegetable oils since seed fneals are 
a by .. prod,uct of the oU .. extractingproccss. 

The 'Usage of overjetI' of ()ils frc>nl differ(~nt oilseed types is based on price, tnsle~ 
quality'and :more recant:l}:r1 rn"ltrHion. 'iVhilst the dClltan.d l$curr~t1.tlyhighest f~)r 
j.iolyullsaturates, 111C gro\\;rth a.rea of tIle industry appears to be in the l:110t1()­

unsaturates led by tlle Cal1t')la .. "hasea products (AOP 1993). For U10st products the 
nil·s ha'Vt~ a high level of substUtHa.bUity. 



.4;.,. 

Y«:~r 

011sccd:'J;rpc 1985/86 '1986/87 1981188 19aa,S~ 198.2190 1990/91 

Soybaann Austr~ 0..11 0,09 0.08 0.14 0.09 O~O7 

\'\1'otld 91'A7 98.U 104 • .39 95.75 10.6.90 103.37 

C.auola Austr. 0.09 O~O8 0.07 0.06 0.0'7 £l.11 

\\fodd n1.83 19$2 2.1.(»'1 22.84 22.'12 25.32-

Pcnrtttls Au.s.tr. 0.03 0,03 (l.oa 0,02- O.OZ 0.0.2 

W()rld HAD 14.81 15.15 1.7,30 15.85 16;01 

Su.tillow.ar Atlstt .. n.2a 0.14 O~~:2. 0.17 0.09 0.t7 

\Vodd 19.56 18.77 21.1:3 20.64. 21.64 22.03 

Linst!ed Austr. 0.01 n.OO7 0.005 0.004 0.002 0.005 

\ty'{u'.ld 296 3.24 2.79 2.15 2.29 2.79 

COUons~d AuSlr. 0.32 0.33 (M,S 0..45 OA6 0.57 

World 31.09 27.36 31.83 32.57 31.09 33.59 

Source(s): AIV\RE (199il 
Mielke t1991J 

Table 2: Distribution 0/ oilseed pt'oducUOttilt Australia, 1981./82 t'Q 7990191 
('OOOt011tltJS) 

Year NSW 'VA Quc.ens1au,d SA Vktotia Tot~tl 

1981-82 241.9 3.3 227.4 14.5 20.8 507.8 

1982 .. 83 170.7 2.,$ 177.3 5.1 3.11 359.3 

1983·84 234.3 2.5 281,4 (l4 20.8 54.8.4 

1984,,.g5 4.94,,4 2.S 384.2 13.7 :lO.l 925.2 

1985 .. 86 751.4 4 .. 2 3115.5 22.1 51,2 1174.4 

1986 .. 87 501.8 13.1 273.3 '12A 40.3 84.0.9 

1987~88 678.0 ~tO 439.0 12.0 48.0 It8U) 

1988,&9 752.0 3.0 419.0 11.0 46,0 12.~tO 

1989·90 520.5 3.:- 221.0 8.1 40.3 793,6 

1990-91 '719.9 2.3 33::;'6 11.7 29.8 1099,3 

M.ean 506.5 4.17 310.40 12J}O .33Jl:l 866.1 

Std Dev 2:24.2 3.20 88.5 4.50 15.00 31Z'~ 

CV(%) 44.26 76.74 28.51 37.50 45.3(, 3605 

Sourctl ! Oeritlc(l/roJll AllAIn: (1992) 



Demand jor Oils 

Oilseed Plices 

Oemand 'lOr Se~d 
Me~d$ 

Figure 1: Exi'st:ittgi'1(tcr{(ctiolts futlla A.JlSfnlliml oilseedccollomy 

SOH ree: Adapted from Ilu~,?U5tO fUltt PoUal: (1979) 



l~inolat.M (nCSIRO.oi.r~gi$teted ttndettmtkJ. :isa newollseedcropdoveloped in 
AustraUa by CSll~O by {he '.conve,tsiotl of HJ1S~!~d (LiulWf. lfsit(1tissinttWll from a 
sou tee of 1:l1dttstdafquallt},dtyJrtgoH fo one ofnlu1H..;useabJe,high qunIHY' 
ed:ihJco.U. Lhl()l~i$ simiJn:r :itt oU COiltOn.t to saJ.flowet' and sunl10wetand 
therefore ha.stho p(Jtciltiallobecome «11 1111portantso.tttce o£polyunsah:trated 
oils fothuU1al1 CPl1sul,11pti,m bothJn Aust:rnH~l anciabtO(l.d(13ntlerha.melut 
j.991)" 

Linoln seedC;:(nitalnst~,p to 2. petCenfmoreoil than linseed and Ct111s1stently gives 
higher oil yield per hectare (Ore en 1993, Pets. COt)11Tl .• ). the rcducti()rl in the 
COlitCllt of Huc)lp.n.ic flc.id in Lil'lola oU wns accorl1panJud by an incteasc In linoleic 
add contantto bei1Neen 60·70vA), Hence the oil vvhich has goodoxldalive stabtlUy', 
light .. coloured and bland, is very sirnilnr in cOll'lpositi(ltl to sun.flower oil (see 
Figure 2). Green (1992) indicates that Li:nolu.is ~lpt to be a tnorereliable source 
than sunHovver ofhigh .. percantage (>64 per cent) linoleic add veg~tahle oil 
reqtlired in the m.allufacture <:If J110stsoft sproads. Li.nola oil, like sun.flower·oil, 
£indswideapplication in the food industry and various types of cuisine du.e to 
its reported desirable o tgtt nolep tic properties Im.patled by' the increascd.Cl1l1tel1t 
of linoleic acid • 

.Ralph (1986) reports that Linola can be grown over a wide range ofagrC)DOh1ic 

area.s in Australia and is particularly suited to the high rainfall areas of the wheat 
helt. The C'omlnercially available cultivars of Unoln at present are Eyre a.nd 
~Vfl.ll(lgn, both with y(~llowseods,and respectively developed from Glenelg and 

Croxton pa.rents (G.reen 1992). 

Field t.rials conducted by CSIRO in NSV1, Victoria t 'Tasnlanin, the ACT, South 
Australia and Westert) AtlstrnHa behveen 1989 and 1991 hnve indkated that, 
under certain condItions, LinoJa lines may be higher yielding than traditional 

Glenelg and Croxton cultivars of linseed (Green 1992) fron') which they were 
developed. They also y.ielded l110re oil - around 4245 per cent (cj. 35·40 per cent 
for linseed) or 725-760 kg/ha of oil (cf. 675-730 kg/hn of oil for linseed). 

According to Ralph (1986)pextensive testing by CSIRU has established that 
Linola oil is equivalent, sometimes even superjor, to sunflower {)H in 

eO.lnpos.iUonand proc.essin.g qualIty. Another nppa.rent advantage of Linola is 
that the crop IS usually harvested in SUJluner when Australian cttlshers usually 



SUNrJ..owaR L1NOLA t..JN5ee.o 

J!ig1JtIJ2~ Fatt!lll.citlcnwposiJ)ion of Lil1oi/ relative t.ostltloilo1liJ Uuseadoil 

face a sh.ortfatloflocal sunflcnver s1.t.pplies. Such shortfall is offset hy sunflower 
011 i..nlports to the value of up to $12mlllion annually. It would thus appear that 
thepotentialex:.ists for I..inola to fill local dQnU'tnd for qtlaUty edible t1i1S with ia 
s.igt11flcant export potential, particularly to Japan whichhnports large quantlHes 
of Sl.Ulflowor on oad) year. By 1997, the AOP (1993) estimates an annual 
production of about 30 000 toones ()fLinola of which 1.0 000 l01111cswiU be 
dOlnestkally consu.ll1.ed. 

Expansion of Linola produ.ction is currenLly occurring tnainly in SA and 
Victoria where processing and seed multiplication are taking place. CSIRO 
expects that most of the Utl01a harvest in 1993 (tOIll about 2000 ha will be used 
as plant seed in 1994, hy\vhkh year CSIRO and its c01Ulnercial partner, Seedex 
Pty Ltd., envisage a larget.' crop (an estiItHlted 30000 ha) and the beginnings of n 
rllajor new oilseed industry in AustraHa as a rest~:t of the continuing d(Jwnturn 

uf the t.r~ditit)nal cereal atld wo()lmarkets (Ralph 1986). 

Linola Inc'll (Linolneal) has been reported by (Green 1992) to contain a good 
blend of proteins, carbohydrates, tninerals and fibre nnd Is envisaged. to beco.tlle 



n valtmble ingred:ient in th(;) intenslve feeclins of Jivcsloc'k. the '(PJ~,d¢Qntaitts 
about 35% ,prote1nand is pnrtlcqlatly sllitrtb'le for leedtng t:Ulllinants. :Paltcrhanl 
et at Ct991) have reported lhatln f:eedh~gtrinls for groWil1;g pig$, l.,iltlOla 111etll is 
lower value than soym.eal pt()b<ibly dtte t() the "presence ·ofanU-.uuldUonal 
foctors.Campnted wlthfl(;'l;x (linsecd) lnealr howevQr, LihOlrteal COlltUi.rl$ less of 
the poisonous cyat)og~I1Jc glyco$id~J linUlnarhJ j which has ttndltlonaHy ·lhnited 
~he 'Uso(tf lb:\seed rnealas a lIvestock f~ed 'ingredient. Linamntmcan cause 
cyanide poisonh)g as 0 result of the Uheration of l1ydtogan cyanIde by the 
HtHlltHlraSeQtlzyn1c BnUetbrun at nl~ (199:l) •. SltHm linnrnarase is htta t sensitive, 
hovvcverJ it is likely that rnostof U .is destr()yeciin current :nleal~)rocQ$Si:ng 
regiules. 

Other potentiaJ benefHsof Linolaetru.n.wrated by Green (1992) include the tlseof 

ilsstrn-w a.sa .rene1~vable source offlbre fot theprodu.ctJon of high qwl1ity paper, 
Linolastra'w (T...ino.flax) isdeh in high .. quality pJanlfibre justHke flax (Linseed 
Slra\v). While Linoflnx fihres are too short fot use in the product'ion ()f linen, they 
are ideal fot use in the production of paper produ.cts tha t require stte.ngth· and 
Hghtness (Ralph 1986,1992). 

Oilsceas altd their PrOdtlc:ts:PtJceJJisco1.)(J,t/J and MOVl!1Jlent:s 

The u1klrket fell" A ustraHan ollseedsis g(merally'characlerised by a combina Hon of 
111 tetnation aJ and dOlnestic factors that detern1ine price Jevels. The price 
dIscovery systeol rt1r internati()l'Hllly traded oi1~eeds is as cmnplex as the product, 
differentiation that exlsts V\dthJn the oUseedmo.tket. The [narkat may beassulned 
to op(~rate in fashk>n that appn)ximates the perfectly con1petiHve market in that 
pr.ices are publicly established and rapidly transfuitted to aU potential buyers and 
sellers. Thus, there is should be Rome level of efficiency in the detcrminatimt ot a 
m~lrket cleatingpnce as prke discovery is through individuaJ negotiators (Kraft 
and Piggott 1990 provide a detailed discusskm of the oilseed price discovery 
system). Dnmestic factors, according to Jolly and Connen (1987)j being the m,ol'O 

importa.nt' price determinants predttdes crushers from using the Chicago futures 
market to Insure against the uncertainties ()f seed, seedmaal and oil price 
moveOlents. Th.e future prospects of tIll' Australian oilseed industrywUl 
huwever, conHnl.te to be linked to world price' nlovemen.ts given that the option 
exists for growers to sell on the expc>rt tlulrket. 



In th~short tattnt Ih~ :()psiltved tta~tdsofojJs~edpd.ce.s f\}fQ u. rene~tioJ't.o.fcha.t1ges 
that ()cc.ur in itlvenlnrics heldbynlaJt1v prodttcet.s/~xchnngerfites, wea:lh~rJ the 
pdces,()fsubstHulesnnd .t'(.'cctuly fhe delltnilcl· tt)Psced ~J)le~lls~M'allY .f~Us nod aUs 
and lheirproduc(s n.reby~pr.oduct$ ofonsc<l.dprocQssfng toIber Iht\J)' being 
prilnaJ:Y,l~ltoducts. Asa ·C()llst~qllQJjJ.!eJtha sl,:lpply t)t these oUs and fnls dOPClld,to 
a In.rgeextent on the detl1and for the sQed Jl1<,Urls •. 11iO 1<;)ln1 tCC(lVaryo.f the oIls 
u.lld nleaJs\\l.hicllta·ce Independen.tmn:d<:ets C()rms tl cha:.rnctedsUc f<.uttute of tho 

glohnloilseed cc .. cm.o.lny. 

In the olein, thopdCQs·of oUsoeds and theIr pr() ,hl ds axe dcHertnined byltuU:.kot 
force internctlOl1$'j Uxistlngprl!:u differcntialsbat'wc.cn nUspedsate a reHeclicm (lr 

the relath'ostt'engths of the 111.nrkots fOJ: vegelahleoils and seed Illeals~ Advonces 
in crushing ':lndreflning lech.lo1()gies itl recent yents haveir~creQsed the 
interchangeahility betweanlhe vnriOLlS on and nleaJ types. This incfausing 
subsUf:Ut~bi.Hty htls a(fected the prices of lhese products and reduced any existing 
price dif(erentials~ 

The extent to \·v:hich the various oils and nleals can sl.lbstllutc;I one for the·other, is 
indicated by the sltenglh ()f the corralatwn between theirprlces. Prices of 
oilseeds (rJUs and meals) that can readily substitute ()l1e annt'her in theIr lnaJn 
\lSeS tIre likely to show a high lovel ()J correlation as indicated tn Tubles 3 ond 4. 
Noticeably, the prices of :cereals and oHseeds art: highly correlnted for rensmlS 
that arenot.rar to seek. The relative prices ()f these crops have usually tended tt) 
determine th.eir inchlSiol1 it, the cropping syst.elns of nt05t Australian fnrlnt.~ts·. 

Oilseed MenJProduct:ioll 

Though aU oilseeds are p(lt~rttial sources of high"proteln seed rntltll, lhcn1nst 
l'rolllbltmtly ltad4 l .ire soyrneal, SUn111Ci;11, Canolo (raj;"HJ) nl,~{.)land CoUotl nUNll. 

In Aush~aUt11 colton nltlal \..vas t.he dOn.1irhlntrrwaill'raded untn Ule 1991/92 SeaS(ltl 

(s<:m Pigures 3 and 4) whc.>n snYln.cal bct"ama the dominant so(!d Ineal. Incn~nse tn 
the demand fn:r s()yln~al has rnalnly beQfl it re;\)ult of thtllnt'reasl~d intensifiCilHnJ1 
()f anim.alpruduc:tiontoi1ding to tht!11(Jed for increased nn1.tlUllts of compounded 
livestutk t.aUons, 

.fncrensed exports nf Australian bef~f in th(;! n(.\ttl' fut\fn~ IS eX}1(!Cbld to.CL\USe (ltl 

mCt'atlS(~ tn the domestic bonfpr,tces c:oflsequQnHy reducing dom(.~shc detlland. 
Th.is s(;cnari() is likely to rl;'lsult in ilWrtNtsed dtnnand fO.f b.eef suhstih.ttes surh<lS 



·/~ut(!,;m~r;Cru~(hil,J: A.i~i:J:tl{j"r;~idiltd 
. I.. •.•... . • • '" .. ' .. '.. .,,,. 

UIlde r W!lcnt.. . Sor~fl\JJn Cnt)~)ht Stmf!ower ·Sp~br!mL, SOmO\"cr Linseed 
L,<_t!l~ 

Whe~n OJJ04 

S{)tgfnu1t OJ)71 flJ),39 

Cnnoln 0.855 0.905 0.921 

SUll.f1pwcr 0.117 {)JH3 0.814 a.sss 
Soybcnus (M:t1S 0,889 0.9:26 O,9~9 0.881 

Snfl1owcr. 0.&86 0.888 0:920 ()J).l1 0.788 0.913 

binse,~d 0.915 O.9S2 0.947 OJJ38 Cl86 I O .. 9Hl 0.925 

l~o:ttSoy:t OSlO ()A8q 0,485 0.$16 O.(,S, 0.598 0,530 0478 

1. l'dpethtl4 obblil1ed ftoni N5\\1Depurt;~~lli ur AjJdcUIJ!JJ'e nud FIsher}!,!\) n:~por1 Cll} oilseed iJld\.lstry~ 1 t)90, 
1 Rotterdtun US Soybeans. 

(B) 
CnrlOla Sunmef\' SoyrneaJ Uns!;led Cotton 
me~d meal m.etlJ 

Su,nrneaf 0.814 

Soymenl 0.858 0.955 

Linseed meal 0.913 (U344 D.945 

CoUonnwl'Il 0,835 (),898 0.861 0.793 

.Pe,\nut l1'\(ml 0.7'11 0.873 0.833 0.772 O.f40 
Rstin)tlted frottl. inlernaliol1Rl r~rin'ls lwtw(!tm 1984 und 1991 (Mielke 1991 )' 
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Figure 3: AusinJlirllt production of so/actad seed meals, 1,985186 to 1991192 
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poultryn.l1d ,pigs (1ljd Ul1ts.an Itlcreilsed d.ell1a~1q£QtColljPQ~·l1,ded ,re~di.tlni$it1g 
oilseed IbeaJs{Ct;;H:kel nnd '17obT~r1990).. JoUy'atjdl3otrell {19.88):have a.lso ,noted 
that fhe 'C()l1SttlJlpfit1nofsoy.m.enl ;1$ highly :ruSPQnSiVC tp thepdceor livestock 
q,ndthen1l11lbetofrtaedlotatlintals.Ali: :il1c·teasing lrend to $Ol,lree" feed 
itlgredients loc~Uy {AOl~ 1995) should likely t(!sxt!t ,ill ;lJ:tc,teased produCtion of 
oils.ceds tQsatisfy Ioeal dClnand. 

The,Austrnllall oUseedcf\.tshlog hlduslryexhlbilsa hIgh degree of cOhcenlra tiOl1 

due tl:t~ f~Qt thnt thexe Js<;.urre11tlYOl:l.ly one 111uj{)r crusher, CargIll, afteJ,' Hm 
t1~h.,e.r 111aJorcoll1petilor,Continentalt,~t.RS boqghtout earlyitl 1993. CargUJt~wHh 
all A:lllcrican pareltt ctl111p~;ny,J c(}nttols dose 10 85 per. C0111 of the total 
AllstralJanoilsced'indtlsttycrushing capacity has bcellestinlatcd by the 
Australia,tl.OUseed l::ederatiOl1 (AOJJ) to be arc)ttn.d 750000 to BOO OOOtol1nespcr 
ann~uu (see Table 5) alfhough n 1993 survey by the saU'le b()dyindicates that 
tlluch of thi.s potanti~l capacity relllahlSUl1.llsed due to the .lo\v do.tl1cstic 
production of 011 seeds. ThOtlgh there are several prhratecrushets, their 
influ.ence on the industry reO'ulinsmininlat 

CargiHshould be In a posinoll to exhibit stune n1onopoly pO\\1er wHh regard to 
price of oilseeds given its dominant Inarket position, 11o\vever,since vegetable 
and ntealprices are influenced directly hy w(lrld tnarket devoloplnent..'ia:nd 
exchange rate n'lovemertts; prtces ulay not rise above export and :hllport parity 
prices. TIUlS., the crushing nlatghls ach,ievable VIllI be detCtllllned by the extent 
of the market pO\;\Ter exercisable by thecrusher(s) which furt.her depends (;)11 

both the response by growers to ChU1.1ges in oilseed pricesl the lIlarkct share held 
by the crusher and the end user response to price changes. 

The lllajor crushing platits are 111ulti-purpose plants sut,up for ctushing various 
oilseed types. The n1i:x of crushings vades "vHh the availability of oi1seeds .. 1vlulti .. 
crushi11g of oilseedsh.as the general effect of redu.dng throughput due to breaks 
cequired for retooling Uollyalld Connell 1987). It a.lso hlb"oduces inefficiencies 
and increased costs into the crushing process whkhm.ay affect crushing 111argins. 

The prevnlel1.lC(ll1Central:ion \vHhin theindustl'y has resulted 1.n highly variable 
quantities of ()H and seud u\eaI pn,Juced by ctushttrs. TIlis has Pl'o'Ulpted end .. 
usot's to seek alternative sources t1f stlpply through impotts. lmpotted (.1.ilsaeds, 
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t1atHcularly :soybc.a.nsJwhilst:effectiveh)sp.tendit.lg.cr\tshih~plat't £ix~d¢osts, 
hflve 'notnlways b¢gIl atteconomk .OptiOJ1.Crushers ,attdbute the: lu~kof 
lllOVettlellt: tow:ntdsgrea.te.r sped~\Usatlprl 'itl thllctuslli n,s ,i.ndush:ylotho lowantl 
va:rlable voltul'le ·ofoilsced ;p.roductiQ,n.ln .AuslTfiUa 'whichdo(;!s.ho\: al10vv 
opera .. tic)ho£ platlfs.izcs that ~WnlCI,ablei\dvantageto· btl lakel\·ofscale 
~cono1111Qs. 

Qu(!~nstal~d: 

Brlsba.llc 

Nuw Soulh lVales; 

Nntrahri 

~;loree 

SyduQy 
'Vest Australia: 

, South AustraUa: 

MUli!::ent 

Victoria: 

Nu.mutka 

c::nlhlnS!;'ed;s\.tnflowqr; 50ybQans, 

(,~n:r\()1.n 

(.xlttun.s(~d 

sunflow(!r; soybeiln!!.; Canoia 

lin..~I.'li;5:()yb~~,{u'l!i; p!i.~anl,.ts 

$ourCt1; Adapted/rom AOFC1993.) 

125000 

2S() 300000 

1'10 .. 115000 

110000 

12 ~ 15000 

15000 

10 "l~OOO 

According to AOF (1993), crushing effidellcy in the AustraHi.lI"'toilsced industry 
appears (xmlparable to the rest of the lvodd.Hovvever, aseclrlier indicated/a: tov.;r 
throughput does not allow scalo econOD1ies to be achieved and average unit 
operating costs of the plants are high relative to say, the US Uolly and Connell 
1987) .and this could be tl majt1r long",tetll1 threat to the industry un.less effIdt:!IlCY 
\vUhin the processing sector is bnprClved. 

Crushing lna,rgins,as earlier defineclJ v~riU be aeternlilu'd largely by the lllcal 
YIeld of oilsceds, nlc~ll quality fprt)tein and energy valuesJ~ cfllshinglo.il 
(:~'XtractiOt1 c()stsand the price t)f seed t11c(ds. 11'l(~lallar are 'infhml1ced by plant 
~tlpacitYt b1put .c()stsas 'wall nsrnarkeHng. andst()rnge aspects. 



The }\;'tlSltaUatlQllseeds iJldustt)! J.s~uxre;Iltly. ;clmraclerised,by ;few tel~tively 
slllaJl<;:fnshftlg pla,ntsmostlycotllrolled'byCa;rgtlIOUseedn.Itc.rrecenl1ybtlYing 
oUl its only ·othel' 11]aJorCt111,lp~tUot tC01,tltlelltalG.rain.Allthepla.ntsexc(2:pl'onG' 
ntNatr~bd (NSVv)1 \,ihichcrusnes . .oxtl;~ ;COU(lllseetJ,ate ltluJU",etttsh facilifies. 
SotttCQS ·ofons~eds rtlrt'liesaplnnts blcb.:tde;gtowe.rsund ;gro\Alet'(!ooperaJives~ 
grain lnorcharH$tsta:tut'~ry lnar:kellng .. agencies ,and 'overseas bllpods. 

nlereate,pte5et1'tl~~ ifltlpu.bnshed da.tao.ll oilseed price ttendS(lt c.rtlsh.u)g· 
l1lt'lrg;i:ns 'In Allslralia,. It'1li:tnnles ,()ft,l,~s.e ,h"rices\verC' obtained it()m A13AR:ll 
liHJbUsned dJltn ml {ll1seed ptod:uction: and the.it 'Value and 'indiea tiC)11;s,()f ,eXptlt:t 

padt}r 'prkes{Al1:AIt:S t9921t 1993}. It lSaSSUtlled that:expo.rt p(lrlty prlceSpt(;l'lide 
dose estimates oJ l>dces paid fur ollseeds ttr~lded l{ycally.Using~hQ~eeSlhnatesl' 
th(~ eor:npufedet>u:shingnta.r.gins ;for A't.1straltall crushers are glV(U;lbeiow in ':fabltt 
h. 

Me-41 
Seed Total Vulu~ C'm'lltu1l8 

Y.ear Ptl~e Vuiue Pm:;!: 
f~lt 

V(llue t'tl'L !m~:d+ .!~t) Mut~lL.. 

19i:t/B4 2m 119,4 (vt8 2248 29l 3144,2; ;S::tl 

10M/as f4.~ R3.~ S59 298,:0 l13 31U() (}S,(, 

HJ8;5lSb 141 ·Sl't) 80'8 lROll 292 36-.:\ .. 3 it3 

19S(}/&1 um lOSS 80(~ ~79,1 244- ,lH5:, 14L5 

1981!&8 42'1 2.5Ll 1f{'1 2111 323 2m . .! 
tt)~R1SfJ ~ml ~91.() 84::! !q22 l&R 5891 jOti 

i9&~ft,m 382 2·24(~ ,~98 ;m1{1 ;,tl4 4;U t HUll 

t99rJAH 195 232:1 RtJS 3tlf) 2.1rl 5'\4'9 :Ht9 

liJlJU92 366: 215.2 903 :~ll.) 1(t1 5285 lM.5 

}\l92/91 411 2,;U1 920 :H~)2 lN5 5(~'ltl 215.9 

Meml 31ft l(Jl.9 BPi 2827 2M 41;)8 19fJ9 

SIdOe\i 13:21 1~t Ins" '«)4 .~11 !:J2'8 :~~ .. :\ 

CV (%~ 401 12,9 ... .. r~J . t~(J 4(1..9 
J. AU ltitllue~, ~Uft m$lt(~nne .flihet>tb eun~tdtf:edtndude!oYfh~nll;:~;ru;n~~~d. Ctln~)r:, .. , 

(~'~p<:i('ed.f, ~nl'fluwersct{;l. hn~f.(.~J~ SUllntl\\I'~r nnd peMuts Prt¢c d(lUl were (fbtnrm:.dff'§.llll 
ArlAR.r~ {IQ9!;, (9t}3.)..Ud eM1 per tenu nndm~d per i..1ttlU l'{ud~nn -ohtumed friiun 
NSW' n(,"p~tr:tm(!:n! df Agnctdturc and f~i\hu.r;es· t!j~lij;e1l,d Industry repurt. t9V.m, 

l H!¥U~tl~tcd bb:' u-~~rugmg (;:otl;~Cf.l!iau(l.nuf r~turnsttmn four tdf~e.t::d m~rtnmU~, (NSW nnd 
Vlt'tnr.in.) jududingCuq}dl 



Jolly aud COlll-1eU'(1'987) ,estluJated soybea:t1.cI5ushlng· 'tl.1JltgitiS:(:()t' At\stmU~u1 

crttslle.rs 10 be about$921~~r "tonJU~ bo.b~rcel' 19SO:.nll.d 1986. 1'lulyt~PQ:rted that: 
Ibis 111aybe due to Ih,~ .raet; thatwhilstdorneSti.c .'pticesare -dose to 'theexp.tlJ:l 
parlty p . .rices fotso)~heatl$:f" sOyt1H l'ric,(~s ha:ve tel~lai,ned:cl(jse to l.tl~port ·p~l;rtty 
'pdces., 1'111S:1S ~1robablytrue!(lf alloi.lseeds p:toduced l.lf\ustta.lia .• ~thee$Utl1ntes 
ufcJ,'tt.shbl.g n'lu.rgjns; b~t1v~ell 1983184: ttl 1993/94 ptescnted :ltl11itbl~ 6 ShtlW' t!hat 
a.l1J\l.l.nletus.hblg lnnrgirls havElhighly variable. Seed:art.d'lU pri;C(!S showed less 
relati:ve va.da,bill ty that\ seed t')){!c\lp.rlce.s.An ·nsliutnted avetngec:r:ushlnt~ Jllatgi:ll 

<l:fa:boul' $A);9'1 ptft ·tofit1eof oilseed \.\t()uld imillythntit '\votdddtfftcttlt:for 
AustmHanctttshcr.s tt)prt)duce~tegutableotlsa.nd seed 111ualsatinterllalional1y 
co:nlp(~tUlvc priaes\vUh:hltheeutr.e111h'ldusliry stl:uctllt~ntld \iv:hllSt t\usttaJ,lC'l 
fe.mains n Ilet.lntporto.fof oHSArtdseed manls. 

The v-alue t)ft:hec.stlmaled a~e.ra.gen()nlinAl Aus.tralian ()ilseedcrushhlg uUlrgtn 
is l;lluchhlgl1er thall the figu.re ·of$A22Ilnnne reported for the· US behveen 
19831R4 and 1990/91 (lMielke 199'11, Jtl11yalu:l COnl'l~ln (1981)n(YLed thal: lite 

difference inthectuShhlgl11argins for Australia and the US tllay be attdbuted to 
facll1rs such as theC(lst (1{ financea:nd st()l~agecha'tgesl highrtsk pf~em.itUnSI 
rnarket concentrati.on .. lO~\feC()lU)tnies oJ scalealld throughput. These factors lead 
to relatively higl1e.rC()sts per tll1JtoI output. AdmiUedl}f, the effects of e~lc'h these 
factors 111ay be dlfflctrlt to assess detinithrel.y hut llltdx c()lllbillecleffecl is 
observed in the· relativeJy high crushing runtgins. J()Uyand Connell (1987) 

estimate that th(~c()stof storflgealld fitlatlCe alone as ieg:fthna t:e eC(l110miCC(lSls, 

aceottnt for about a third of the ctushlng Inat'gil1s in Australia. 

Tudllst'f'1ltlu1tlicatiol1S 

A lac'k .of govel'nrne.nf intervention h1 the industry i1l1plies that chnngesb'l the 
\·vnrld prices fl')r tlilsecdsa.nd thelr prndtt.CL.t) db'(;,lctly Influence producer plices 
sillce openc(.nllpetHive matkct 15 the rnntn arbiter of p,rItes. (;rowets ate 
currently offered export parity prices which is thl'! l11inirrtum that crushers can 
expect to pay else growe.rsrllny opt (:0 sen ('lll the exp()rt ll1atket. Favourab}e 
}fe.ars for thew!lrld'sm.ajnr exporters of oHseeds {US, BruzU, Cmlacia, Argen.t.illn) 
eouId, ho.'vever,craa.tt~ a.glut that could preclude A>tJslralian nrowers Crnrll. the 
export ()pliot1 and allnwcrushets tn !lfJer b(.'ll()\i\' export' parity prlC'~s. 

\VHh 'the gro\v.ing il1terna tIonal concern abUt.lt the effects of protectionist 
agticl..tIturalpolicles, th!~.re is gtuwing'pte:ssurefol' signific(ltlt trndet'{~fnt.rn. The 



r: 
last rou.lld ofnluJlilaferallrm:le negotiaU(lhsu.noer.(;,,\rthl 1!99a~Steed: in 
prln,dpJe :ttlitrtf'>lQulen.b.ttatie reiOttltS. Should nl.esercfotn:u~comnt() .pass in tbe 
<:011,j11.'\15 yeru;s; thQexpotl'tnar:kot· {otoUsecas .c('lQlq, be<zorn0 slgrtifi.Qatlt. {or 
.t,\;uslra:linpa:rticulnrly In South ... 13ast Asja.The AOP(1993) he.s eSlblultetl fhat'by 
1997 Australia ;will be'e~xport1j;igab(;nll 505000 tonrtes of: oUseeds incdudltlg20 -000 
tonnes oftin.ola. 

AHenand Sethi (1990)nofed that the petfoJ;'t:)1~l11Cel1f lheoUseeds industtyt~tlU 
depend CHi the Sti!eh~lts ability tQ adjusttnchangingwoildp111ces alldex<:h~nlge 
taleS1l1.1:1nUons. Sucbadjushlletlt"\vclllblV()lve dJversified fa:ttnlng practices that 
\\1111 enCO\U7age the'm,obUlt:Y' 'of ,pr()du~tiver.esoutces 'betv~r,e.(;~n !~rt:111il1get1torpdses 
dependh1g :()ll :rela,tlve proJiiJabilities;and techll0iogkaJa.ndlnstiltIHo.rlUl ,refonl1s. 

Concltlsions 

Crl:1shillg nlargills in AustJ."alia ,'.tc determinedn1ainly by the perrortnance a.nd 
structure oflhe oilseed industry. Ctu:ren.t relatively high umrginswHl fa.ll only 
wHh the establishtnent: of bigger and speda,Hsed plants. US crushers have 
derived benefits franl th.e greater specialisation of the industry, goverllluenl 
su,!'port prograrrunes and the vo;r}, signIficant dOlnestic market: for seed oils and 
Ine,aIs in contrast to the Australian industry .. HOt~tever, the AOF strategic plnn for 
tlleoUseed indu.stry unveiled ~ady in 1993 ft1re;:;ees significantly itlCl'eased 
producHml of oilseeds on the back of 'v~ad()usind.us.t'ry support prograJUlneS 
includi.ng research and extensi.on. 

The inherent lack ()f specialisation and c(Jnsequent lllulti,..crush nature of thp 
Australian oilseed c.rushing industry tends to suggest that the potential crushing 
margin for Linola \vill not significantly differ from the above esthnates. TIle 
'svv-Hch .. crush' nature of the industry cotdd be adva.ntageotls for Lino]a as 
crushers Are alre,ady s.et ... u:,p for c.rushing nl0re thall .a single type of oilseed. 
Iio\\tever, the fad that a priclhg structure is yet to beesl'nhlished for such a new 
nilseed cropsugg(~st."j that until the crop is estabHsh,edwrithin the \)ilseed 
ecotmulY in AustraliC). tl'l-.:re wIll be variations in hoth the prices paid by crushers 
for the crop andlhe cl1Jshing 1"l141.rg1n.5 obtaiIled. An~a:tly attempt' by ctushet's t'C) 

hedge a.gatnst the dskaS50ciated with n yet. unproven (COllsluller .. \Alise) oUseed 
''''ill resul.t in ,higher than' :usualcrushing It1argins. vv:hich should r~gress tUWfltds 

tha :flOrO-las the linoH and linmeal pn:.we their "votthin the tnarket place. Asa 
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JesuUj ;¢Ar.ly .adt~ptet5·tt).flY :P(;l (>f:{ated p.tlces below'export :patity ,in ,the 'abserlCe,(lt 
a~;;{Qr.l dtfial:ket:. 

1:heexlentto'whichL'inolaw1l1be iadopted ,iIlla icropplngsy\stems,by Al,1sh:aJhtrt 
st(;):'wets targely tell'lafnsa luatlet [orC()llJecl-Ute at this t:bne~ It'\vlll·hean()lher 
Jet'\" years befote Indications. of llsadopUotletl1¢rg(1.Litlola ollitwQutd sael11, 
lacksanyuni:que ,characterisUcs tbatcoulaglve Jtuny sigl1iI1CiUlt ndvut),hrge ()V~r 
exisHngoil types~ Thoughcrtrsb'il1gact:htHy is (!xp.o¢ted to thcreaseitl response 'tQ 

th.e ll1cre(}$.ed dern.n.nd fOr seed ;mealSl vlithout: UC()'naUi'rentitlCrense in fhe 
deoland foraHs h.owever, on .prices cotddbe lowered due to thc::buHdupof 
stoCkth The result <:ol.lld ben 'Jtl0Veaway from h1gh. QU"yleldlngoilseeds Uke' 
stlnflowerseed nndLinob~ to'w'llrcls high ll.lealoilseeds like, soybea.nsand Canolat 

Linola ll1t~al trials in livestock feed have U(Jt pro"Vldedcncotl:raghlgresuJts as 
reported by J3attetlim.ll et a1. (1991). The claImed higher percentage of the 

desirable .fatty acid" linoleic add, fonnd iJ) l"in()il isunJikely to have any effectt1I1 
the pri<:e of the oil in the absence of a prellliunl pricing systenl. CSIRO (1992) 
,i.lave however indicated that the distinctive l1tltty flavour of cald"'pressed LincH 
could create EorH a. sigl1iflcant niche ·market. At the present thne, It is 11t11 Uke1y 
that ctLlshers\;vlll pay any ptetl'dl.uns £orLinola .that 'w'oulrl signlflcant:ly influence 
their crushing margins. 

Finany, incroased productivity of the oilseed indu.stry through research a.rid 
developtnentand more efficient' lllarketing systems will not necessarily lead to 
increased production of oUseeds tlllless thete are economic uses for oUseedsand 
their products. 
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