
Transition in the Tats and Oils Industry
District Processors Seek Efficiency

Problems that haunt an industry with excess capacity are 
exemplified by the fats and oils industry in the Sixth Fed
eral Reserve District. During the Second World War the 
Government encouraged farmers to increase their soy
bean, cottonseed, and peanut production to relieve a 
critical war-born shortage of fats and oils. Processors 
and manufacturers in the industry found it profitable to 
buy more and better equipment to handle the larger sup
plies. Researchers worked unceasingly to find substitutes 
for those oils in critical demand. Their efforts were suc
cessful and many states over the nation found new oil 
crops—the bread of life for this growing industry.

Phenomenal growth records were made in vegetable 
oil production. Nationally, we shifted from one of the 
world’s largest importers of fats and oils before the war 
to the world’s largest exporter. Our annual production of 
fats and oils increased from 6.7 billion pounds of crude 
oil in 1936 to 14.5 billion pounds last year.

After the war ended, American farmers and farm in
dustries entered a transition period unequaled by any 
previous period in our history. Capital flowed to agri
culture, and low-cost producing areas were able to rapid
ly increase their production.

With war demand gone, some plants in industries built 
on a war-time economy found themselves in trouble. 
Among such industries in the Sixth District was the fats 
and oils industry. Peanut and cottonseed output dropped 
and this District’s share of the nation’s industry declined. 
Today we find the District fats and oils industry still ad
justing to these new conditions. Many individual vege
table oil processors are re-evaluating their own operation, 
hoping to improve their relative position.

The industry's S c o p e
Products and Processes Fats and oils come from ani
mals and oil-bearing crops and are used in making both 
edible and nonedible products. Most edible fats and oils 
are utilized in four products. Vegetable oil supplies the 
principal ingredient for shortening and margarine; animal 
fats are consumed as butter or lard. Although total con
sumption per person of fats and oils in this nation has 
changed little since the war, people do use more vege
table oils and less animal fats than they once did. Under 
existing legislation, the largest single market for our fats 
and oils is the export market. During the 1957 marketing 
year, for instance, about one-third of our total output was 
exported; over a billion pounds of this was soybean and 
cottonseed oil, and 70 percent of these moved under 
Government subsidies. Large exports were made to 
northwestern Europe and countries in the Mediterranean 
area under subsidy programs, which enable foreign na
tions to use their own currency to buy our fats and oils.

Most fats and oils are either by-products of other 
primary products or co-products. Animal fats are by
products in meat packing, and meat processing in the 
Sixth District is increasing. Since the major product of

plants processing animal fats is meat and not animal fats, 
however, those plants do not face the same problems con
fronting the vegetable oil industry. Sixth District states, for 
example, have increased their edible animal fats and oil 
production about one-fourth since 1950. During that 
time, there has been little change in total vegetable oil 
production.

The District’s vegetable oil industry is made up of three 
segments—crushing, refining, and manufacturing. Crush
ers, who extract crude oil from oil seeds, perform a dual 
operation in that they produce two products from the seeds 
—oil and meal. Sold principally as a high protein feed 
for animals, meal is a finished product ready for sale on 
the retail market. The oil, however, is in crude form, and 
needs further processing. District crushing mills are small 
in size compared with those in other areas. Not only are 
they small in size but they extract less than 10 percent of 
the national supply of vegetable oils. They are, moreover, 
widely dispersed because they process locally grown oil 
seeds, which are grown in a wide area.

Fats and Oils 
Domestic Production, Imports, and Exports

United States, Selected Years, 1936-57

Year
Production 
Million Lbs.

Imports 
Million Lbs.

Exports 
Million Lbs.

1936 6,669 2,289 232
1939 7,825 1,862 554
1942 9,503 989 873
1945 9,106 904 991
1948 10,156 1,290 912
1951 12,016 1,160 2,402
1954 12,891 994 3,872
1957 14,501 983 4,590

Source: The Fats and Oil Situation, No. 190, Table 19, Page 36, May 
1958 issue.

Impurities are removed from crude oil in the refinery, 
the second step in processing fats and oils. Refineries, in 
general, are larger than crushing mills; often one refinery 
refines crude oil from several mills. Just where processing 
oil ends and manufacturing a finished product begins is 
difficult to determine. Some manufacturers are equipped 
to refine the oil they use, and some buy it already refined. 
In either case, most refined vegetable oil in this District 
is used in manufacturing shortening and margarine.

Size The vegetable oil industry is much smaller in the 
District than in some other areas, although it is not so 
small when compared with related industries in the Dis
trict. In 1954 it added 86 million dollars in value to 
vegetable oil products; the meat packing industry added 
72 million dollars. Its size, however, can be measured in 
another way: by the 6,800 workers employed. This 
measure places it below meat packing, which employed
14,000 workers in 1954. Nevertheless, the industry’s pay
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roll pushed District workers’ incomes up 20 million dol
lars that year.
Technological Changes Tremendous technological 
changes in the vegetable oil industry have affected its de
velopment. Before World War II, for example, most 
vegetable oils were extracted from seeds by hydraulic 
presses. Using these presses required large amounts of 
labor, about 14 man-hours per ton of seeds. In addition, 
the work was extremely unpleasant. In fact, many work
ers found the heat unbearable. Furthermore, operators 
were unable to closely regulate temperatures and thereby 
control the quality of the oil they produced.

Hydraulic presses are not used much now. Many have 
been replaced by more efficient screw press expellers or 
chemical solvent extractors. In some cases, these two 
machines are used together in what is called a prepress 
solvent extractor. The United States Department of Ag
riculture estimated last year that 95 percent of all soy
bean oil was extracted by solvent and prepress solvent 
extractors. Processors say that only four man-hours per 
ton of seeds are needed with a prepress solvent extractor.

Improved extraction methods increase the oil yield. 
According to the USDA, the average recovery for cotton
seed oil in 1957 was as follows: Solvent extraction, 376 
pounds per ton of seeds; screw press, 327 pounds; and 
hydraulic press, 312 pounds.

Investment and Plant Size
As efficient as the new equipment may appear, it carries 
a big price tag, and small mill owners often find they 
simply cannot afford it. According to 1953 prices, a 
solvent soybean crushing mill with 25 tons a day capacity 
would cost a crusher over half a million dollars. The size 
of the mill could be increased fourfold by investing an 
additional half a million dollars. Research shows that it 
cost over 60 cents a bushel to extract soybean oil in small 
solvent plants in 1953. Large reductions in costs were 
possible when the mill size was increased to 100 tons a 
day. Still further increases in size, however, produced 
only small reductions in costs.

Because most oil mills in this District are small, averag
ing around 50 tons capacity a day, it would appear on 
first thought that crushers could lower their costs by in
creasing their plant size. They know, however, that larger 
mills would be useless unless they could obtain sufficient
oil seeds to crush. Their problem is basically this: Soy
beans and cottonseed now account for over 90 percent 
of all edible vegetable oils produced in the United States. 
This year, for example, farmers grew enough soybeans 
to produce about 6 billion pounds of oil and enough 
cottonseed to yield iy 2 billion pounds. But most of this 
production was outside the Southeast. In fact, nine-tenths 
of the soybeans are now grown in Illinois, Iowa, Ohio, 
Indiana, Minnesota, Missouri, Kentucky, and Kansas! 
District farmers, once leaders in cotton production, will 
grow only about one-fifth of the national crop this year.

These are important ratios to District crushers, as most 
oils are extracted near the producing area. Transporta
tion costs for shipping oil seeds prohibit crushers in local 
markets from competing for oil seeds on a distant market. 
This pattern is worsening because freight rates in the 
nation have risen over 100 percent since 1946. This

means in some District areas where smaller and smaller 
crops are grown each year crushers lacking raw materials 
are finding it hard to survive. Local oil seeds are simply 
not available. Some crushers, therefore, have sold or 
abandoned their plants and many others are operating 
at less than capacity. Only the most efficient crushing 
mills and those having a specific local market advantage 
with respect to supplies will be able to operate at capacity 
this year.

Manufacturing of oil products, in contrast to the crush
ing process, tends to be located near consuming markets.
In 1957, for instance, 13 manufacturers in or around 
New York City made shortening, margarine, or both. 
Most oils used in those plants were shipped in from the 
Midwest. Many edible oil products used in this District 
are manufactured here. Sixth District states have 9 mar
garine and 14 shortening manufacturers producing over 
370 million pounds of margarine and shortening each 
year. Those manufacturers apparently find that they can 
ship raw oils cheaper than they can ship a finished 
product.

Meanwhile, population is growing in this District and 
people are eating more vegetable oil products than ever 
before. Even now, large quantities of oil are shipped to 
the Southeast from other areas, especially from Illinois 
and other soybean producing states; and further gains 
may occur unless oil crop output here increases.

Prospects for Grovfth are Dim
Available facilities to crush more seeds and a rising de
mand for vegetable oil in the District appear favorable for 
growth in the industry. Growth, however, will not be 
easily made. Competition is keen in all segments: Cotton
seed oil is competing with soybean oil; butter is compet
ing with margarine; small crushing mills are competing 
with larger ones; and manufacturers are competing for 
added sales. Farmers growing some oil-bearing crops are 
under acreage allotments and others have more profit
able uses for their land, labor, and capital. Soybean 
growers in Mississippi and Tennessee, however, have in
creased their plantings appreciably during the last few 
years and we may see some further growth in those areas.

Consequently, as time goes on crushers in M is s is s ip p i  
and Tennessee likely will increase their plant size. N° 
rapid gain, however, is expected because in c r e a s e d  o il- 
crop production comes gradually. Then too, if a c ru s h e r  
expands his plant more rapidly than oil-crop p ro d u c t io n  
expands in his area, he stands to lose because his in
creased transportation costs for drawing oil seeds fro m  
a  larger area may outweigh the lower costs he obtains 
from operating a  larger mill.

All is  not dark for crushers in other parts of the D is 
t r i c t ;  a large number should remain in business and m a y b e  
even grow some in the years ahead. The p r o s p e c t s  a re  
d im ,  however, for inefficient and poorly located o p e r a to r s .  
Manufacturers of oil products, on the other hand, p r o b 
ably will grow about proportionately with p o p u la t io n  
growth. One thing is certain: Increased efficiency in all 
segments is in prospect and greater efficiency should bet
ter serve the economy and strengthen the industry as 
a whole.

N. C a r s o n  B r a n  an
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