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The United States’ soybean industry is experi
encing one of the most outstanding growth levels 
ever recorded in American agriculture. In the 
last fifteen years, soybeans have moved from 
sixth to first place* as a source of farm cash re
ceipts from crop sales. The 150-percent jump in 
acreages, the 125-percent expansion in domestic 
consumption, and the 850-percent gain in soy
bean exports all tell the same story. But why did 
soybean production suddenly mushroom? Why 
have markets expanded so rapidly? Why are soy
beans one of the few major crops that have not 
experienced surplus problems? Why is output 
moving into regions previously not used for soy
bean production?

The answers seem to lie largely in the adapt
ability of soybeans to numerous uses, its record 
of being a cheap source of protein, growth in 
other industries using soybean products, and the 
years of research to solve both production prob
lems and the development of new and improved 
products.

The Oldest Crop
In one respect, the soybean is one of the oldest 
crops in the U. S. today. According to literature, 
it was being “adopted to Pennsylvania” in the 
1800’s. However, the soybean was cultivated in 
China long before written records were kept.

♦Based on preliminary estimates of crop sales. In terms of the: value of crop production, corn still ranks first, followed by soybeans.
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The success of the soybean on U. S. soil was 
not immediate. For nearly 100 years beans were 
grown primarily as garden plants with little or 
no cultivation for commercial agriculture. After 
the turn of the century, however, their agricul
tural importance was recognized. Planted acre
ages grew from approximately 50,000 acres in 
1907 to nearly 500,000 by 1917 and nearly 2 
million in 1925. The crop was used mainly for 
hay, grazing, and soil-enrichment. Only one- 
fourth of the acreages were harvested for beans 
each year, providing little more than the follow
ing year’s seed supply.

The modem era of soybean production did not 
occur until the late 1930’s and early 1940’s. By 
this time, the infant commercial soybean process
ing industries were about a decade old, and the 
plant capacity for processing soybeans was be
ginning to grow. In the early war years, approxi
mately 80 percent of the annual soybean produc
tion was processed commercially, compared with 
25 and 65 percent in 1934 and 1937, respectively.

World War II stimulated the industry. Strong 
demands for food to fill the “fifth plate” caused 
bean prices to climb sharply from depression lev
els. Soybean oil meal, which evolved as a major 
product in the processing operation, was used in
creasingly as a high protein feed concentrate for 
livestock. War-time demands also caused the pre
dominant use of soybean oil to shift from nonfood 
uses, such as paint, varnish, and soap, to human 
consumption. Soybean oil began to be used for 
vegetable shortening, margarine, cooking oil, 
mayonnaise, candies, and other food items.

Thus, by the end of World War II, soybeans 
had become the newest major cash crop. Pro
duction was concentrated in Iowa, Illinois, In
diana, and Ohio, but some output occurred in

every state north and east of Texas, excluding 
New England. Yields ranged from 18 to 20 bush
els per acre, and total production approached the 
200-million bushel mark. Over 95 percent of the 
total production was consumed in domestic mar
kets with exports at very low levels.

Boom in 1950’s and 1960’s
By the 1950’s and 1960’s, the economic impor
tance of this sleeping giant had been fully recog
nized, and all phases of the industry began ex
panding rapidly. From 1950 through 1966, the 
planted acreage of soybeans increased to 37.4 
million acres, or 150 percent. New records were 
established every year except 1959 and 1960. 
Similarly, total production more than tripled, 
reflecting some advance in yields and the pro
portion of soybean acreages harvested for grain. 
However, larger acreages were the dominant force 
pushing aggregate production up.

In the processing and marketing phase of the 
industry, similar gains have occurred in the last 
16 years. The domestic processing capacity for 
the 1966-67 marketing season is expected to reach 
650 million bushels, more than doubling the ca
pacity in 1950. The average capacity per plant 
has more than tripled, however, because the num
ber of processing units has dropped from nearly 
200 to less than 130. Meanwhile, both domestic 
and foreign demands for beans have advanced as 
fast or faster than aggregate production, causing 
average prices for soybeans and soybean meal to 
trend sharply upward in recent years. The suc
cessive years of record production and the rela
tively fast expansion of markets have caused one 
writer to state that “the paradox of new records 
and shortages is normal in the soybean industry.”
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In explaining why the industry has grown so 
rapidly, it is necessary to identify the major mar
kets or users of soybeans. The market is divided 
into the domestic and foreign components. Within 
the domestic market, the heaviest demands are 
for soybean oil and meal, the two basic elements 
from the crushing process. Foreign markets de
mand whole beans, soybean oil, and soybean 
meal.

Domestic Market
A bushel of beans, 60 pounds, usually yields 
about 10.8 pounds of oil and 47.5 pounds of meal. 
The oil typically makes up about two-fifths of 
the value of the products, while the meal pro
vides three-fifths. The rapidly growing demand 
for meal has contributed to most of the strength 
in the domestic soybean market in recent years.

Soybean meal is used primarily as a high pro
tein feed concentrate for livestock. Therefore, the 
demand for meal is related to growth in the live
stock industry and changes in the supplies of 
feeds that are competitive with soybean meal.

Generally, since 1950, the production of most 
livestock and livestock products has increased 
in the U. S. For example, national broiler pro
duction gained over four-fold in this period, 
while dairy products and red meat output are up 
4 and 44 percent, respectively. Also, the output 
of cottonseed meal, another major source of vege
table protein, has not advanced, so that soybean 
meal now claims a greater proportion of the pro
tein concentrate in animal feed rations. Further
more, the general recognition by livestock pro
ducers that feeding protein concentrates is profit
able has stimulated soybean meal consumption. 
Thus, the total impact of these and other forces 
in the domestic market, plus growing exports of 
soybean meal, has caused meal prices to increase 
over 70 percent since the 1956-57 season, despite 
a similar gain in meal production.

The domestic demand for soybean oil has also 
grown in recent years, but not nearly so strongly 
as for soybean meal. Since the early 1950’s, the 
use or disappearance of major food fats has ex
panded from 7 to 9 billion pounds, and soybean
oil has gained steadily from less than one-third 
to 55 percent of the total food fat supply. These 
trends reflect the decline in consumption of butter 
and lard and the expanding use of vegetable oils 
in the production Qf margarine, shortening, may
onnaise, salad dressings, potato chips, frozen 
french fries, mellorine, baking products, and other 
prepared foods.

Prices for Soybean Meal, Soybeans, 
and Soybean Oil, 1950-66
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*1966 figures preliminary estimates for the first three months 
of the 1966-67 marketing year.

**Preliminary estimates for 1966 calendar year.

However, despite this increase in domestic uti
lization of soybean oil, total private demands 
have failed to use the annual supply of oil. Thus, 
the government has diverted large amounts of oil 
into the export market under various surplus dis 
posal-foreign aid programs. This relatively slow 
growth in domestic consumption, combined with 
the lack of a strong foreign market, has caused 
the wholesale price for soybean oil to trend ir
regularly downward since 1950.

Export Markets
Total exports of whole soybeans in 1966 have 
rocketed to a level over nine times higher than 
in 1950, with exports almost equalling the vol
ume of beans processed domestically. This tre
mendous increase largely reflects the rising in
comes, populations, and livestock industries in 
postwar Europe, Japan, Canada, and other pros
perous nations. Currently, European countries 
purchase about 55 percent of all soybeans ex
ported by the U. S. Just as in the U. S., these 
countries need relatively more soybean meal than 
oil. Thus, many buy for processing in their own 
mills enough whole beans to satisfy their domes
tic soybean oil requirements. To round out their 
soybean meal needs, they then obtain additional 
quantities of meal from U. S. processors.
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Continued rising personal incomes in European 
countries are expected to stimulate further de
mands for preferred foods, such as meat and live
stock products, resulting in even larger markets 
for U. S. soybeans for years to come.

Japan is now the largest single foreign pur
chaser of soybeans. Unlike the U. S. and Europe, 
however, processors in Japan and other oriental 
countries make the whole bean into highly nu
tritious foods for human consumption. The Jap
anese probably will purchase even more soybeans 
to supplement further existing food supplies.

Since 1950, exports of soybean oil have trended 
irregularly upward, with a large percent of the 
annual volume being donated or sold for soft 
currencies mainly under the provisions of Public 
Law 480. A larger number of the countries im
porting U. S. soybean oil could be classed as de
veloping nations, which use the oil to supplement 
food supplies. Government support of soybean oil 
exports will probably continue unless new or 
wider uses for this product are developed, caus
ing dollar purchases to turn upward.

The Southeast— A Major Producing Region
Since the national soybean industry is an amaz
ing success story in itself, some significant trends 
within producing regions might be overlooked. 
In the first three decades of the twentieth cen
tury, a relatively high proportion of the nation’s 
bean acreages was grown in the South as hay and 
green manure crops. However, as more beans 
were harvested for grain, the midwestem states 
became the major producers.

Possible reasons for the migration of produc
tion into the Midwest include the development 
of varieties adaptable to many soil and climate 
conditions. But perhaps of equal importance was 
the type of agricultural production and the mar
keting structure existing in the Midwest at that 
time.

By the mid-1930’s, midwestern agriculture was 
rapidly becoming mechanized. Soybeans could 
be planted and cultivated with conventional row 
crop equipment. Also, the new crop could be har
vested with relatively small field combines that 
were replacing the stationary thrashing machines 
formerly required to harvest small grains. Thus, 
most farmers needed no additional equipment to 
grow soybeans.

Similarly, existing storage facilities were adapt
able to soybean production. Any type of grainery 
or bin that held small grains could be used to

store soybeans. This allowed farmers to store 
their annual seed supply, plus hold the balance 
of the crop until the best prices were offered.

Perhaps the most important factor attracting 
soybean production to the Midwest was the mar
keting facilities available for soybean sales. A ma
jority of the small towns had grain elevators lo
cated primarily along railroads for storing and 
marketing small grains. When soybean process
ing plants were built and demand grew, the chan
nels for purchasing beans from farmers and ship
ping them to processors were already in existence.

In the South, however, agriculture in the mid- 
1930’s could be characterized as a single crop, or 
cotton, economy. Horses and mules were the main 
source of power. Com, grown mainly to feed 
working stock, was harvested by hand, and the 
acreage of small grain crops requiring combines 
was very small. Cotton gins were nearly as nu
merous as local elevators in the Midwest, but 
the market structure for cotton was not adaptable 
to the handling and sale of soybeans. Thus, the 
general lack of harvesting, storage, and marketing 
facilities slowed the expansion of soybean pro
duction in the South.

Today, however, southern agriculture is chang
ing dramatically. Cotton and com acreages have 
declined almost continuously since the 1930’s. 
Large acreages have been abandoned or planted 
in trees and pasture. Livestock production is be
coming important in many areas, as the output 
of broilers, eggs, and beef cattle advance. And 
many farmers are now seeking alternative sources 
of income. These and other important factors are 
contributing to expanded soybean production in 
the South.

From 1950 to 1966, soybean acreages in the 
Soybeans: Planted Acreages and Number of 

Bushels Per Harvested Acre
500 —Planted Acreages — Index 1950-52 = 100

Louisiana

1950 1955 1960 1965Note: Dotted lines indicate 1967 planting intentions reported by the U.S.D.A.
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U. S. advanced nearly 150 percent; however, in 
Alabama, Florida, Georgia, Louisiana, Missis
sippi, and Tennessee, total acreages approached 
a 220-percent gain. Similarly, total production 
more than tripled in the U. S., but jumped nearly 
seven times in the six District states.

Perhaps more significant, however, is the 
change in the last five years. Since 1962, U. S. 
acreages have jumped one-third, while planted 
acreages in the six states have more than doubled. 
Louisiana farmers are planting over three times 
the acreage seeded in 1962.

Perhaps the best example of farmers utilizing 
existing production equipment and marketing fa
cilities is in the rice producing regions of Louisi
ana. These farmers use a three-year rotation, 
leaving the land idle for two years after one crop 
of rice. This rotation lets air back into the soil 
after being flooded. Significant acreages of land 
are available for soybeans, because this crop 
can be grown on idle acreage and still achieve the 
objectives of soil aeration. The farmers use their 
rice combines to harvest the crop, and the beans 
are sold at the rice marketing facilities. Else
where in the state, newly cleared lands, pasture, 
and other croplands are being planted in soy
beans. Thus, factors nearly identical to the ones 
that encouraged the movement of soybeans into 
the Midwest in the 1930’s are now contributing 
to unequaled production gains in Louisiana.

Somewhat different factors are causing sharp 
gains in soybean acreages and production north 
of Mobile, Alabama. Farmers in this area truck 
their soybeans to a large export elevator in Mo
bile. This facility has been enlarged and is one 
of the many exporting points for various grain 
crops located along the Gulf Coast. The avail
ability of a relatively close market allows south 
central Alabama farmers to grow soybeans, even 
though many have had to purchase harvesting

equipment. Generally, large acreages of land are 
available in this region, because cotton and com 
acreages have been declining for many years.

In most areas of the South, however, farmers de
siring to grow soybeans are not as fortunate as 
producers in Louisiana’s Rice Belt or the farmers 
near Mobile and other cities with existing mar
kets. If soybean production is to expand into all 
parts of the South, further development of mar
keting facilities near producing areas is essential. 
Local markets would allow farmers in the region 
to grow beans and take them to market in farm 
trucks or wagons. The beans would then hie 
shipped by barge, rail, or semitrailer truck to pro
cessing plants, terminal markets, or export mar
kets like Mobile. Such a local buying station was 
constructed in 1965 near Demopolis, Alabama, on 
the Tombigbee River. Beans can be shipped from 
this elevator to Mobile by barge. A similar station 
has been built at Milton, Florida.

As marketing points become more numerous in 
the Southeast, more farmers will find it profit
able to grow soybeans on land now idle or planted 
in trees, corn, pasture or other crops. Farmers 
who own large farms will purchase their own 
harvesting equipment, while several producers 
with small acreages may buy the equipment 
jointly. Some dealers may lease combines to 
farmers planting beans.

Generally, the long-range outlook for the south
ern soybean industry is good. Unless the relatively 
profitable production conditions are changed by 
fluctuating prices and/or production costs, soy
bean acreages can be expected to expand in the 
Southeast. And the rate of expansion may remain 
above that of the U. S. Anticipated soybean acre
ages are expected to increase 3.2 million acres 
during the present crop year. Over one-third of 
the gain will occur in District states.

Robert E. Sweeney

B a n k  A n n o u n c e m e n t s

On May 1, four nonmember banks began to rem it at 
par for checks drawn on them when received from the 
Federal Reserve Bank. They are the Bank of Heflin, 
Heflin, Alabama; Fayette State Bank, Peachtree City, 
Georgia; M oultrie Banking Company, M oultrie, Georgia; 
and The Patterson Bank, Patterson, Georgia.

A newly organized nonmember bank, Sugarland State

Bank, Jeanerette, Louisiana, opened for business on 
May 27 and began to rem it at par. Officers include 
Wade Breaux, president; R. J. Bouterie, executive vice 
president and cashier; and Harold Junca, Sr., vice pres
ident. Capital is $250,000; surplus and other capital 
funds, $250,000.
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