» AOCS Commentary

The Vital 50 Years of the Oil and Fat Industry

LTHOUGH everyone 18 familiar
with the fact that it is from
small acorns that the mighty

oaks grow, it hardly seems possible
that during only the past 50 years,
or within the lifetime of a single
generation, the great and dynamie
American Oil Chemists’
Society as we know it to-
day has developed from in-
formal discussion between
only a ‘‘handful’’ of tech-
nologists who were attend-
ing an annual meeting of
another, though related,
organization. But such is
the case! And in like fash-
ion Skelly Oil Company,
which today ranks within
the top twenty petroleum
companies in the United
States, had its humble be-
ginning on October 2, 1919,
at El Dorado, Kans., with
the little, 2,000-barrels-
per-day refinery pictured
on this page, which long
since has been antiquated by de-
velopments in the industry.

‘When one thinks of the ‘‘oil and
fat’’ industry, there first is brought
to mind manufacturing plants and
activities connected with vegetable
and animal oils, fats, and waxes.
And so it was some 50 years ago.
But now, as a result of scientific
and technological developments,
the manufacturing plants and ac-
tivities of the ‘‘mineral oil”’ or
petrolenm industry very properly
are related to, if not actually a part
of, the great oil and fat industry;
this is true not only because the
petroleum industry supplies heavy
oils, lubricants, gasolines, and gases
that are required in operating pow-
er plants, driers, trucks, automo-
biles, and other equipment of the
industry but also because it pro-
vides a number of the primary ma-
terials, such as glycerine, wax, and
detergents, with which the oil and
fat industry is concerned.

Natural gas, petroleum and min-
eral oil tars have been known since
earliest times, but the origin of the
petroleum industry really dates
from the oil well drilled by Edwin
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L. Drake for the Pennsylvania
Rock Oil Company on August 23,
1859, at Oil Creek, Pa. However

the large-scale development of the
industry, with the consequent shift-
ing of the center of activities from
the eastern to the mideontinent

Original Battery of Stills—Now Auxiliary Equipment

fields, began in 1901 with the bring-
ing in of a large ‘‘gusher’’ by A.
F. Lucas at the famous Spindle
Top oil field near Beaumont, Tex.

Thus it is seen that when Skelly
0Oil Company was formed in 1919,
it took its place in an industry
which then was only in the making.
Prior to that there had been, in-
stead of an organized industry, a
variety of companies, individuals,
small refiners, brokers, jobbers, and
““curb’” pumpers, along with a
scattered assortment of crude oil
producers and land men who hardly
thought of themselves as part of an
industry. There was little unity of
purpose, no broad leadership, no
thought of conservation of a pre-
clous natural resource, few stand-
ards of quality, and a minimum
of research and scientific processes.
Also, there was but precious lit-
tle restraint in the unwritten laws
of oil production and marketing,
which began and ended in the the-
ory of the survival of the strongest.
In fact, the first move toward or-
derliness in the petrolenm industry
was made with President Woodrow
‘Wilson’s declaration on October 2,

1918, of U. 8. Government specifi-
cation standards for gasoline, the
first official standard for any petro-
leum product!

Thus, just as The American Oil
Chemists’ Society during the past
530 years has witnessed the great
expansion and diversifica-
tion of the aectivities re-
lated to the production and
use of vegetable and ani-
mal oils, fats, and waxes,
the Skelly years have en-
compassed a vital period
in the petroleum industry,
a period during which
more progress has been
made than in all the ear-
lier years combined. This
was the era during which
petrolenm geology and oth-
er amazing scientific de-
velopments in oil field ex-
ploration and production
methods were made as well
as the introduction of
more efficient recovery of
and utilization of refinery prod-
uets, to say nothing of the astound-
ing progress made in conservation
practices which not only practie-
ally eliminate waste of oil and gas
but also harness natural under-
ground energy for more efficient
and greater percentage recovery of
the crude oil. From the earliest
trials of rotary drilling, in the
Hewitt field in 1919, Skelly Oil
Company has participated in test-
Ing and proving scientific methods
of exploration and production, be-
ing among the first to test the
jelly-seal method in connection
with acidizing limestone formations
and in installing radial hydraulic
pumping. Of course, as first ther-
mal eracking, then catalytic crack-
ing processes were introduced for
the production of larger percent-
ages of better-quality motor fuels,
Skelly Oil Company engineers and
chemists have participated in many
of these revolutionary develop-
ments. It seems as though the
industry has revolutionized its
manufacturing operations every 10

(Continued on page 10)
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Pressure

Fat Splitting —
Continuous or Batch
in the same
Equipment

Quick - Simpie Changeover
From Continuous to Batch

The process and equipment are designed for con-
tinuous operation. By simply opening and closing
a few valves, the process can be operated batch-
wise for small lots of feedstock or distillation
residues.

Lower Temperature and Pressure Conditions

This permits the pressure splitting of high iodine
value fats and oils without reduction iniodine value.
These conditions yield products of better color
and odor with {ess possibility of the formation of
oxy-fatty acids.

Lower Costs

Steam savings of up to 30%.

Recovery of additional fatty acid by resplitting
of distillation residues.

Since catalyst is not required, the subsequent
treatment of the split products is reduced and
simplified.

Sweet water of higher glycerine concentration is

obtained.
W 275

*Through Lurgi Experience and Knowhow, this and other proven processes
are available to you. Our Experience has been developed through years of
specialization in solving the processing problems of the Oils and Fats Industry.
Our Knowhow is continually being expanded through improved technology
from our own Research and Pilot Plant Facilities and reduced to efficient
and economical commercial plants by our Engineers. Let Lurgi help you

increase your profits with a Proven Process.

LURGI GESELLSCHAFT FUR WARMETECHNIK MBH.
FRANKFURT AM MAIN - GERMANY

For the United States and Canada contact:

WINFIELD EQUIPMENT COMPANY, INC. CENTER WEST BUILDING Bulletin DO 51 describes Lurgi Processes for the Fats and Oils
20950 CENTER RIDGE ROAD - CLEVELAND 16, OHIO - EDISON 1-4145 Industry — Write for your copy.
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o Report on Fats and Oils

The Economics of Processing Soybeans

ROCESSING soybeans to produce oil and meal sounds like
P a rather simple economic task. Classic marketing prob-

lems, such as produect line, brand preference, and sales
organization, are nonexistent. Presumably if eash beans.are
carefully bought and faithfully hedged and if produet sales
and concomitant hedge-lifting are well handled, then given
no serious over-capacity, making money ought to be simple,
almost automatie.

Unfortunately this is not the case. Facing the processor
are enormous and often unappreciated problems of market
judgment. Hedging covers only absolute price movements.
It does not protect the basis, s.¢., the relationship of cash
beans to future or cash products to futures. In addition,
the proeessors’ main concern is not absolute price but the
relationship between cash soybean cost and product sales
value. This relationship is known as eonversion. (See table
below.) Few problems in markets are as unpredictable or as
hard to handle.

TABLE 1
Rule of Thumb Conversion Relationships

Cash oil 10¢ per 1b. X yield 10% lb. per bul
Value per bu. e

Cash meal $60 per
Value per bu. ...

Total value of products... 2.49
Less cost of cash beans... . 2.25
Margin before costs........ 0.24
Average processing cost3, e 0,15
Net PrOfIEADIIIEY  coeeeeecreiririeiieiiee e e eeia e et e eeeieeereeeeeeeeeeeeeeereeanesaresserseseeseanes $0.09

» Current yield which is below short-term average of 103 Ib. and
below longer term average of 11 1b.

2 Longer-term meal average 47% 1b. per bushel.

3U.8.D.A. in a 1952-53 survey estimated costs at 37¢ per bushel,
but this is much too high. TUse 15¢ for a good modern mill.

Unpredictability stems from the large number of outside
forces constantly working separately on beans, oil, and
meal. As mentioned here many times, all fat and oil prices
are to some degree independent. Meal has competitors in
the feed field. Sovheans are constantly being affected by
support programs and export demand.

The processor is under great pressure to employ plant
and equipment investment profitably. Unfortunately va-
garies of conversion often forece him to speculate in order
to show an apparent profit. (If you think about this, you
will realize that this is self-deception. If you inake money
speculating and lose money processing, then you should
quit processing and hecome a professional speculator.)
The commonest form of processor speculation is to buy
as many beans as possible at harvest time when storage is
tight. This usually means an attractive basis under futures
as well as a probably depressed futures price. These cheap
beans are not hedged, and processors pray for a rally.
This does not always work.

WE ARE NOow at a time of year when this type of specu-
lation is no longer possible. The support program has
siphoned off cheap beans. At this time of year eonversion
tends to lose ground or be static. No real improvement can
be expected until late summer. Up until now (early March)

TABLE II
Changes in Conversion in Spring and Summer Months

Changes and Median changes
Tanges and direction
APTII—MAay...vveeiiniiniimcnrrreeneenees 7 toplus 5 — 3
May—dJUNe. i eee e 6 to plus 11 — 1
June-dJuly.... . 6 to plus 22 — 3
JULY—AUZUSt..cevvieriiiiiiece e 18 to plus 9 0
August—September.......cccoiveeriiiiinnnens 7 to plus 18 +16
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this year has been a consistently good one from the stand-
point of nearby conversion, and a huge crush has resulted.
Deferred conversion however has been consistently bad.
For example, in January nearby conversion showed 24¢
while July showed 6¢. So nobody put on deferred con-
version. Now nearby has sagged to 8¢, and July is a
minus figure. This means a prospect of not even out-of-
pocket costs being covered in July. What is the solution,
now and for July?

Problems in shutting down are quite complicated. Obvi-
ously clerical and executive costs will continue. So will
most maintenance and tax costs. Laying off labor is sel-
dom easy. The usual line of attack is to reduce but not
stop, erush as long as out-of-pocket costs are being met
and some reasonable contribution to overhead is being
made. As overhead contribution approaches zero, there
may be shutdowns.

Slowdowns-shutdowns are a two-pronged weapon for in-
creasing profitability. First, less production means less
pressure on cash oil and meal. Second, reduced demand
for cash beans should result in lower bean prices. For the
last few years operation of the government support pro-
gram has reduced sharply the effectiveness of the latter
item. It will be obvious to the reader however that shut-
downs must be done pretty much in concert. Any general
fudging will mean that a few people will be heroes and
that the nonheroes will reap the benefits. As a result, no
one wants to make the first move, and there is usually a lot
more threatening than shutting.

Sometimes crushers can avoid some of the hazards of
conversion by putting spreads on in futures before the
new season begins. This involves buying bean futures and
selling o1l and meal futures whenever reasonable differ-
ences show. This has the disadvantage, of course, of
limiting profit. However not fixing profit spreads m a
business as diffieult to forecast as soybean processing ap-
pears to us to be unwise.

James E. McHarg, Merrill Liynch, Pierce,
Fenner, and Smith Ine., Chicago, T1L.

Fatty Acids Reportved

Production of fatty acids, as defined in Categories No. 1—
12, totalled 38.6 million lbs. in January 1959 in comparison
with 37.9 million lbs. in the previous month and the same
in January 1958, according to the Fatty Acid Producers’
Council, New York.

Fatty acid disposition in January was 41.2 million lbs.
versus 40.4 million lbs. in December 1958 and 36.2 million
lbs. in January 1958. This is an increase of 149 over last
year for the same products. Tall oil fatty acids, oleie acid,
and “other stearic acids” made the major gains.

Finished goods inventories amounted to 27.2 million lbs.,
down 1.1 million 1bs. from the December 1958 level and down
11.2 mallion lbs. from a year ago. Work-in-proeess stocks
rose slightly from last month.

.

Consultant to Calcutta

General Mills Ine., Minneapolis, Minn., has been selected
by the Soybean Council of America to send a technieal
consultant to Caleutta, India, to take charge of an exhibit
at a U.S. Solo Small Industries Fair, March 15 to April
15, sponsored by the Cffice of International Trade Fairs,
U.S. Department of Commerce. The consultant, F. H.
Hafner, will demonstrate how soybeans and soybean prod-
uets can be ineorporated into the Indian diet and will
familiarize the Indian people with the ways in which they
are used in America.
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Conducting an experimen-
tal epoxidation reaction at
SOLVAY Technical Serv-
ice, Syracuse, N. Y.

Extra

hands

to help
ou in

epoxidation or other reactions

with

SOLVAY HYDROGEN PEROXIDE

As surely as if they were in your employ, skilled and
experienced SoLvAY hands can work to help you in the
fast-growing fields now applying SoLvav® Hydrogen
Peroxide to a multitude of organic and inorganic reac-
tions. SOLVAY is a leader in hydrogen peroxide applica-
tions technical service.

SoLvay Technical Service specialists, working in an
outstanding research laboratory, are backed up by an
industry-experienced field staff that can work directly
with you. To see what this teamwork can produce for
you, mail the coupon.

Sodium Nitrite e Calcium Chloride * Chlorine: * Caustic Soda * Caustic Potash
Chloroform e Potassium Carbonate e Sodium Bicarbonate e Methy( Chloride
Soda Ash » Ammonium Chioride + Methylene Chioride » Monochiorobenzene
Vinyl Chloride e Para-dichlorobenzene  Ortho-dichlorobenzene ¢ Ammonium

Bicarbonate s Carbon Tetrachloride « Snowflake® Crystals e Hydrogen Peroxide
Aluminum Chioride e

Cleaning Compounds ¢ Mutual® Chromium Chemicals

SOLVAY PROCESS DIVISION

61 Broadway, New York §, N. Y.

SOLVAY branch offices and dealers are located in major centers from coast to coast.
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Adding reagents in
an epoxidation re-
action with hydro-
gen peroxide.

"SOLVAY PROCESS DIVISION

ALLIED CHEMICAL CORPORATION
61 Broadwoy, New York 6, N. Y.

Please send booklet(s):

O “‘Sowvay Hydrogen Peroxide fox Epoxidation
and Hydroxylation Reactions.”” HP-13

[0 ““Recent Advances in Uses for Epoxu:hzed
Fatty Acid Derivatives.” HP-19
O “‘Reduction of Cleavage in Epoxidation Reactions.’’ HP-20

{7 See attached letter on my problem.
Name
Company.

CC-49

Position

Phone.

Address.
City.

Zone. State.




P This literature can help you

broaden your product line
expand your marketing area

Longer shelf-life, gained through the intelligent use of anti-
oxidants, has often spelled the difference between success
and failure in marketing a food product. Key to the intel-
ligent use of antioxidants is, first, an understanding of their
function.

To help you obtain that understanding, Eastman offers
the following literature.

¢ WHICH ANTIOXIDANTS FOR YOUR FAT CONTAINING FOODS
¢ THE EASTMAN FAMILY OF TENOX FOOD-GRADE ANTIOXIDANTS

¢ INCREASING SHELF LIFE OF CEREALS
WITH PHENOLIC ANTIOXIDANTS

* EFFECTIVE STABILIZATION OF INEDIBLE ANIMAL FATS WITH TENOX
¢ TENOX ANTIOXIDANTS FOR EDIBLE ANIMAL FATS

* TENOX ANTIOXIDANTS FOR MORE EFFECTIVE
FOOD PACKAGING MATERIALS

¢ TENOX ANTIOXIDANTS FOR THE FISHING INDUSTRY

¢ TENOX FEED-GRADE ANTIOXIDANTS FOR
POULTRY AND ANIMAL FEEDS

* MECHANISMS OF FAT OXIDATION

Eastman manufactures all the principal types of food-grade
antioxidants in commercial use today and, in addition,
maintains fully-equipped laboratories staffed with antioxi-
dant specialists with years of experience in this field. We
can, therefore, suggest without bias the most effective anti-
oxidant for your product and the most practical method of
addition.

For any of this literature about antioxidants, write to
EASTMAN CHEMICAL PRODUCTS, INC., subsidiary of East-
man Kodak Company, KINGSPORT, TENNESSEE.

Eastman
food-grade
antioxidants

- Meetings

A.O.C.S. National Meetings

1959—New Orleans, Roosevelt hotel, April 20-22
Los Angeles, Statler Hilton hotel, September 28-30

1960—Dallas, Baker hotel, April 4-6
New York, The New Yorker, October 17-19

1961--St. Louis, Sheraton-Jefferson hotel, May 1-3
Chicago, Hotel Sherman, November 6-8

1962—New Orleans, Roosevelt hotel, May 7-9
Toronto, Royal York hotel, Octoher 2—4

1963— Atlanta
Minneapolis

A.O.C.S. Section Meetings

North Central—March 25, and May 27, 1959, at the Build-
ers’ elub, Chicago, 6:30 p.m.

Northeast—first Tuesday of February, April, and June,
1959, at Whyte's Restaurant, New York, 6 p.m.

Northern California—May, September, and November at
selected places

Southwest—second Thursday of every other month, be-
ginning January 8, 1959, at Rodger Young Audi-
torium, Los Angeles, 6:30 p.m.

Other Organizations

April 18-21—Annual Meeting, American Society of Tool
Engineers, Schroeder hotel, Milwaukee, Wis.

April 20—Fifth Annual Open Symposium (on instrumen-
tation), American Society of Perfumers, Essex
House, New York

April 21-23—14th Annual Meeting and Exhibit, Ameri-
can Society of Lubrication Engineers, Hotel Stat-
ler, Buffalo, N.Y.

April 25-30—41st Annual Meeting, Scientific Apparatus
Makers Association, Greenbrier, White Sulphur
Springs, W. Va.

5-7—14th Purdue Industrial Waste Conference, Me-
morial Union building, Lafayette, Ind.

May

May 11-16—Fifth Symposium sur les Matiéres Etrang-
eres des les Aliments, Budapest, Hungary (in care
of Secretariat Permanent, Gorki) Fasor 44, Buda-
pest)

——

Chemetron Corporation, Chieago, I11., has announced the
formation of a German affiliate, Girdler-Suedchemie Ka-
talysator G.m.b.H., Munich, Germany, to handle its line of
Girdler catalysts in Europe.

The Chemical Division of General Mills, Kankakee, 1.,
has announced the commercial availability of a new line of
amphoteric surfactant produets, trade-marked the Deriphats.
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SPECIFYNEW,IMPROVED PENOLA HEXANE for best results in your processing.

® Penola Hexane is of maximum purity! The Penola name is your guarantee of ...

® The purity of new Penola Debenzenized Hexane is ® QUALITY ® TECHNICAL ASSISTANCE
carefully guarded from the refinery to you. ® PURITY ¢ FAST DELIVERY

® Penola Hexane is backed by the nation’s largest For information oy ordering, just contact your nearest
petroleum research laboratory and refining facilities ... Penola office or write . . . Penola Oil Company,
sold by one of the oldest marketers in the U.S. 15 W. 51st St., New York 19, N. Y.

Penola

PENOLA OIL COMPANY NEW YORK + DETROIT « CHICAGO
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Sell? When the label has attracted attention,
aroused interest, and created desire, what then? The
trigger that propels the package off the shelf is likely to
be an extra value, one that sets the product apart. Such a
trigger is vitamin A. Adding the proper vitamin A dec-
laration to your label is a relatively simple matter. Yet
it conveys much to the shopper.

Fortification with Myvax® Viramin A is easy for liquid
or dry foods. It isn’t expensive: costs only 4 to ¥4 what
it did ten years ago. Could it help one of your products
reach the checkout counter more often? You can get more
facts and a quotation on Myvax Vitamin A by writing
Distillation Products Industries, Rochester 3, N. Y. Sales
offices: New York and Chicago * W. M. Gillies, Inc.,
West Coast * Chatles Albert Smith Limited, Montreal
and Toronto.

leaders in research and
production of vitamin A

10)icle

Distillation Products Industries
is o division of Eastman Kodak Company

10

Pilot California Company,
Los Angeles, Calif., an-
nounces the appointment of
Richard W. Yocom (1943)
as eastern representative, with
headquarters in Chicago. Mr.
Yocom will direct the market-
ing and distribution of Pilot’s
line of high active alkyl aryl
sulfonates, hydrotropic sol-
vents, and sulfated nonionics
from Chicago and warehouse
points in St. Louis, Cincin-
nati, and New York. Mr.
Yocom has been associated
with the soap and detergent
division of Swift and Com-
pany for the past 22 years.
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(Continued from page £)

yvears, beginning some 50 years ago with a simple
distillation-condensation operation, then progressing
through thermal cracking, catalytic cracking, and
alkylation, on into the broad field of synthesis of
oxygenated compounds, plastics, rubber, fertilizers,
and so forth. Of signal importance to the oil and fat
industry was a refinement in the processing of natu-
ral gas and crude oil that made available solvents in
tank-car quantities which had a quality beyond all
previous experience in the petroleum industry. These
extra pure, low-boiling industrial naphtha fractions,
which permitted the preparation of oils and meals
withont foreign taste or odor, made it possible for
the large-volume, continuous solvent-extraction proe-
ess, that began about 1930 in the United States, to
achieve immediate commereial sucecess and grow con-
tinnously until today the solvent-extraction process
is firmly established throughout the soybean, cotton-
seed, corn-germ, peanut, flaxseed, and other indus-
tries. And in this development Skelly Oil Company
rendered pioneering service.

For an industry, or for a company within such an
industry, which has seen crude oil utilization in the
United States alone grow from about 1,000,000 bar-
rels to about 8,000,000 barrels daily within the span
of the past half century and has seen manufacturing
operations in that time proceed from comparatively
simple distillation-condensation operations to highly
complex chemical synthesis of such products as ace-
tone, glycerine, and benzene, who would dare make a
firm prediction as to what the next 50 years will
bring? Will ecrude oil utilization in the United
States increase to 16,000,000 barrels daily? Will
liguid natural gas or methane be shipped routinely
in tank-ships to London and other overseas consum-
ing-centers? Will synthesizing techniques develop
to where food products, such as sugars and proteins,
are made in petrochemical plants? Possibly these
and even more sensational developments will take
place! In any event, we can be sure that the knowl-
edge, energy, enthusiasm, and devotion to duty that
has characterized so many of the members of the oil
and fat industry will result in maintaining or even
accelerating in coming years the technological prog-
ress that has been made during the last half eentury.

A. E. MacGEE, Skelly Oil Company,
Kansas City, Mo.
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