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 The study focused on the analysis of marketing palm oil in Ethiope East Local Area of 

Delta State. The specific objectives of the study were to describe the socio-economic 

characteristics of palm oil marketers, identify the marketing channel for palm oil, 

estimate the cost and returns to palm oil marketers and to identify the constraints of 

palm oil marketing in the study area. The data were obtained by the use of a structured 

questionnaire administered to one hundred (100) randomly selected palm oil marketers 

in three markets. Data collected were analyzed using descriptive statistics and 

budgetary analysis. The result shows that majority of the marketers had secondary 

education. The marketers made an average gross margin of N1400 per 200 liters (drum) 

of palm oil and they were efficient in their marketing activities as shown by the 

efficiency ratio of 1.17. inadequate capital and high cost of transportation constituted 

the major bottleneck in the marketing of palm oil in the study area. 
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Background information: 

 Oil palm (Elaesis guineensis) originated from the tropical rain forest region of West Africa which runs 

through the Southern latitudes of Ghana, Liberia, Nigeria, Cameroon, Togo, and into the equatorial region of 

Angola and the Congo (Ataga et al, 1993). The oil palm (Elaeis guineensis) is one of the largest of the palm 

species and produces more oil per hectare than any other oil crop. Palm oil is the world's second major vegetable 

oil, after soybean, with world annual production of fresh fruit bunches approaching 100 million metric tonnes 

per year. The potential of the hybrids is considerable. Fruit can be harvested from three-year-old palms, and the 

palms reach maturity at about six years, if well tended. Mature palms yield about 20 tonnes of fresh fruit 

bunches per hectare a year (4 tonnes of oil). The palms’ productive life is about 25 years. Added benefits are a 

stabilized, environmentally-friendly complete ground cover, and the enhanced biodiversity as a consequence of 

modern management practices for plantations and small holders. Finally, both the fruits and waste products of 

oil palm can be used for animal feed supplements, fuel, and compost.  Palm oil is used for edible purposes, 

including the manufacture of margarine and compound cooking fats. Industrially it is used principally in the 

manufacture of soap, lubricating oils and candles. Palm oil is used extensively in the tin plate industry, 

protecting cleaned iron surfaces before the tin is applied. It is also used as lubricant in textile and rubber 

industries. A recent innovation is the use of palm oil as an environment-friendly carrier in pesticide formulations 

(Griffee et al, 2012).  

 Nigeria which was the world leading producer of palm oil in the 1950s and in the early 1960s is now the 

third world’s largest producer of palm oil producing only 3.6% of the world’s total palm oil in 2002 (FAO, 

2002). However, the sharp reduction was noticed in exports in the 1970s and this was attributed to the country’s 

civil war. Nevertheless, since then the local demand has exceeded supplies which results in Nigeria becoming an 

importer of palm oil (NIFOR, 1982). The causes of these changes could be grouped into four; first the price 

offered to the farmer for palm oil by the marketing boards was very low, sometimes little more than half the 

export price, secondly, Nigeria fell behind the Asian producers in developing modern plantations which 

continues for a long time with attitudes that started in the 1930s, thirdly, the Nigeria population grew rapidly 

and its demand for palm oil grew even more, finally, civil strife and government mismanagement were serious 

problems to the palm oil industry (Omoti, 2001).   

 Agricultural marketing is the main driving force for economic development and has a guiding and 

stimulating impact on production and distribution of agricultural produce. The increasing proportion of the 

population living in urban centers and rising level of income require more organized channels for processing 

and distributing agricultural products. The weak performance of agricultural markets (both input and output 

markets) has been recognized in various studies as a major impediment to growth in the agricultural sector and 
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the overall economy (Eleni et al., 2004, cited in Dawit, 2005). The performance of agricultural marketing 

system is constrained by many factors such as: poor quality of agricultural produce, lack of market facilities, 

weak extension services which ignored marketing development and absence of marketing information.  Dawit 

(2005) also explained that the flow of agricultural produce from the producer to the consumer involves a long 

chain of intermediaries, who, without creating value-added, merely keep on stretching the chain. He further 

pointed out; the involvement of these superfluous intermediaries has constrained the development of the sector 

and deprived the farmers of equitable returns. Mohammed (2007) also clearly states that the knowledge gaps in 

the crop sector in Africa were inefficiency of the market system which includes inefficient marketing chain, 

improper transmissions of price to producers and the type of product produced by farmers i.e. whether it satisfy 

the consumers taste and preference. Improving marketing facilities for agricultural crops in general and palm oil 

in particular enable farmers to plan their production more in line with market demand and a proper palm oil 

marketing system will also brought about increase production and market efficiency.  

 

Objectives of the study: 

 The main objective of the study is to examine palm oil marketing in Ethiope East local Government Area in 

Delta State, Nigeria. The specific objectives are to; 

i. describe the socio-economic characteristics of the marketers 

ii. identify the marketing channel for palm oil in the study area. 

iii. estimate cost and return to palm oil marketing in the area. 

iv. identify constraints to palm oil marketing in the area. 

 

Research Methodology: 

 This study was conducted in Ethiope East Local Government Area of Delta State. The study area is in the 

rainforest zone with climatic conditions that favour the growth of oil palm for the production of palm oil. This 

area has a mean annual rainfall of about 2500mm and a temperature of about 34oc with a relative humidity of 

73%. The primary data used for the study were collected through the administration of structure questionnaire 

aimed towards realizing the objectives of the study. Multistage sampling technique was employed to select the 

respondents from the study area. The first stage was the purposive selection of Ethiope East Local Area from the 

25 local Government area of Delta State because it is noted for the foremost producer of palm oil. The second 

stage was the random selection of three markets from the local Government Area and the markets are; Eku, 

Abraka and Kokori. Finally, 35 respondents were randomly selected from each market to make up a total of 105 

palm oil sellers in the area. Five of the questionnaires were discarded due to the inconsistency in their 

information. 

 Descriptive statistics and budgetary analysis were used to analyze the data collected. Specifically, the 

budgetary analysis was deployed for the determination of marketing margin, gross margin, marketing efficiency 

and the marketing profit. Following Olukosi and Erhabor (2005), the gross margin was determined as  

GM = TR – TVC 

Where GM = Gross Margin 

   TR = Total Revenue 

 TVC = Total Variable Cost. 

Marketing margin of the palm oil marketers were determined by adopting Emam (2011) as follows:  

Marketing margin = Selling price – Cost price. 

Marketing efficiency was measured using shephered and futrel model  as 

Marketing efficiency = (gross margin/ marketing cost) × 100 

 

RESULTS AND DISCUSSION 

 

Socio-economic characteristics of the respondents: 

 The socio economic characteristics of the respondents are presented in table 1. The distribution of palm oil 

marketers based on sex shows that 24% were males while majorities (76%) were females. Majority (86%) of the 

marketers were of age group more than 31 years. Upton (1987) recorded that age influence managerial decision 

making.  The result also shows that 86% of the respondents were educated and the study also indicated that most 

of the respondents have attained at least a secondary education. This suggests that new technology can be easily 

transferred to this area as most of them are literate. It was also discovered that about 53% of the marketers had 

an average of three (3) people in their household. About 49% of the respondents had eight years marketing 

experience while 30% had three years experience selling palm oil in the area. This means that the palm oil 

marketing is practically done by well experienced traders.  
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Marketing channel for palm oil: 

 The palm oil distribution channel in Ethiope East Local Government Area was found to be simple as 

illustrated in figure 1 below. The study revealed that all palm oil are produced by the farmers. They package the 

palm oil in jerry cans and drums. The wholesalers were involved in purchasing, transportation, packaging and 

storage of palm oil to the retailer or directly to the consumers. 

 
Table 1: Summary distribution of socio economic characteristics of the respondents. 

Socio- Economic Characteristics  Frequency % of Total 

Sex                                                 male 

                                                       female 

 

Age(Years)                                   ≤30 

                                                      31 – 40 

                                                      41 – 50  

                                                      51 – 60  

                                                      ≥61  

 

 

Level of Education                     No formal Education 

                                                      Primary  

                                                      Secondary  

                                                      Tertiary 

 

Household Size                          1 – 5 

                                                     6 – 10  

                                                     11 & Above 

 

 

Marketing Experience             1 – 5 

                                                    6 – 10  

                                                    11 & Above 

24 

76 

 

9 

34 

27 

25 

5 

 

 

14 

15 

63 

8 

 

53 

32 

15 

 

 

30 

49 

21 

24 

76 

 

9 

34 

27 

25 

5 

Average = 44 

 

14 

15 

63 

8 

 

53 

32 

15 

Average = 6 

 

30 

49 

21 

Average = 9 

Source: Field survey Data 2008  

 

 
Fig. 1: Identified marketing channel for palm oil. 

Source; field survey, 2008. 

 

Cost and Return Analysis: 

 The result of cost and return analysis (table 2) revealed that the average price received by the producer for 

200 litres of palm oil was N43, 600 and the marketers recorded an average total cost and total revenue of N44, 

800 and N46, 200 respectively with an average gross margin of N1, 400. However, the size and the positive 

values of profit obtained confirmed to the fact that palm oil marketing institution was able to cover their 

operating expenses with a significance level of profit level obtained from the study area. The estimated 

efficiency ratio is 1.17 meaning that as the efficiency ratio of the marketing institution was greater than unity is 

an indication that their operations are efficient. 
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Table 2: Summary distribution of cost and returns analysis of palm oil marketing in the area. 

Variable Average cost/200 litres (N) Percentage (%) Share of TC 

Purchase cost 43,600  

Transportation 1000  

Loading/offloading 200  

Marketing cost 1200  

Total marketing cost 44800  

Selling price 46,200  

Marketing margin 2,600  

Gross margin 1,400  

Marketing efficiency 1.17  

Source; computed from field data 2008 

 

Problems Encountered in Marketing Palm Oil: 

 The analysis of the problems and constraints encountered by the respondents in marketing palm oil are 

presented in table 3. From the table, it can be seen that 51.53% of the respondents had problem of inadequate 

money for their marketing business. Also, 8.46% had problem of inadequate market structure. High cost of 

transportation and price instability accounted for 28.46% and 3.85% respectively. While the problem of 

inadequate security and credit accounted for 3.85% and 2.31% respectively. 

 
Table 3: Constraints of palm oil marketing. 

Constraints Frequency Percentage 

Inadequate money (capital) 

Inadequate market structure 

High cost of transportation 

Instability of price of palm oil 

Inadequate security 

Inadequate credit facilities 

Total 

67 

11 

37 

5 

5 

3 

130* 

51.53 

8.46 

28.46 

3.85 

3.85 

2.31 

100 

Source; field Data 2008. 

*the total value was due to multiple choices of constraints.  

 

Conclusion: 

 Considering the findings from the study, it is here by concluded that the selling of palm oil in the study area 

is economically profitable and efficient.  
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