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Goodbye Correlation? 
F l . l l ~ :  I appeared in a U.S.D.A.  publication of a few 

nlonths auo;,,,,'~ I t  i l lustrates the beaut i ful  correlation 
that  has lond existed between corn oil prices and cot- 

tonseed oil prices. F igure  2 shows how this relat ionship has 
deteriorated in the last few nlonths. The differing move- 
nients have pu t  corn oil users in an undecided position. 
Presuuiably if  corn oil prices recede and a inore normal 
spread to CSO returns,  they will be tempted to stick to 
corn oil. In any ('as(', there is cer tainly going' to be concern 
that  what has ha.ppened recently is an onlen of a changed 
situation. ( "For tuna t e  is he who is able to learn not to 
nlake the sanle alistake twice . ' )  There may be switching to 
(.ompeting oils, dependinl4' on how one views certain 
developinents.  

The l i lost s t r i k i ng  new fac tor  Oil the del i land side o~ corn 
oil has h e e n  t h e  i l l t l ' o d u e t i o n  o f  t w o  b r a n d s  o f  c o r n  oil 
marla'arine, one from each of the h,ading corn oil producers.  

J i l l l ,  Feb, M~lr. Apr. May J u n e  

1,'l tory . ns lmpt  on t,o ILl. 17.0 21.9 26.9 28.0 24.9 26.7 
Siilad and cookinla" .............. I 6.3 9().S 2',i,5 24.3 23.3 23.6 
Difference. . . . . . . . . . . . . . . . . . . . . . . . . . . .  7 1.1 2.5 :L7 1.6 3.1 

J u l y  Aug .  Sept. O('t. Nov. Dec. 

.l+'actory consumpt ion  total.. 26.7 29.4 29.8 25.7 25.2 29.1 
Salad and  cooking .............. 24.3 26.7 25.5 21.2 21.2 24.1 
Difference ........................... 2.4 2.7 4.3 4.5 4.0 5.0 

The table shows a n  n p w a r d  tl 'end in the difference between 
total fac tory  consuniption and salad and cooking oil. This 
difference contains sonic use in sh()rtening, but the growth 
portion is probably largely ll,argarine. Note that  the Fall- 
winter  incretlse in the i'esidual seeins to coincide roughly 
with the widening of the corn oil-cotton (ill price spread. 
Indications are that sales al'e going quite well. Perhaps  this 
is the result of' excellent introduetoi 'y merehandising (in 
which elise init ia, l i i lOl i ientul i l  inay be los t ) .  

On the other  hall(l, success nlay result  f rom a deeper- 
than-realized public coneern over the influence of dietary 
f'at on the blood eholestero] level (in which case demand 
may continue).  The relat ionship of' atherosclerosis to types 
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(>f fa t  ingested and potent ial  help froni corn oil has been 
given a big play in the public press ( for  exanlple, see Busi-  
ness Week, J a n u a r y  30, 1960, pp. 97 and 98). High linolei(e 
acid content of any oil may, of course, be lost in hydro-  
genation,  but this is seldonl lnentioned. The Federa l  Trade 
Commission has forbidden advert is ing that  even mentions 
the saturated-unsaturated,  oleic-linoleic controversy, but 
press and word-of-mouth publici ty are often more effective 
nnd are certainly cheaper. The si tuation nlight be likened 
to the health scare that caused a switch to filter cigarettes 
but no perceptible cut in smoking. Fr()lll the buyer 's  stand- 
point,  changing to a. corn oil margar ine  from other marga-  
rines at roughly the same price is not par t icular ly  om,vous, 
eer tainly less so than s topping smoking. Fu r the r  eonipli- 
eating deniand has been the appa ren t  stabili ty of sales For 
the. pronfinent branded liquid corn oil (nulde by one of  the 
corn oil margar ine  nmnuFacturers) .  

T HE SI;PP1.Y PICTURE is quite complex. Other corn prod- 
ucts (stareh, syrup,  sugars, corn feed, corn meal, alco- 

hol, breakfas t  foods) all have widely varying' el~/sticities 
and sell in very different niarkets. Very  general ly speaking,  
the corn gr ind tends to be reasonably high in terms of capac- 
ity. The price oF corn is nmre of a determinant  of the level 
of profi tabil i ty than a deterniinant  of the percentage of  
capaci ty  operated. Since the removal  of the germs (from 
which the oil is extracted) is necessary to the qual i ty and 
yield of the other products,  it is a t rue by-product.  Thus it 
]s difficult to take a firm view of costs of the germs. This 
sometimes leads to odd views on the pr ic ing of the oil. 

F u r t h e r  complicat ing the price s t ructure  are :  

a) t ight concentration of most strong sellers but a potential 
shortage of oil-storage capacity; 

b) lack of concentration among users who are buyers ( : is  
opposed to users who produce their own oil) ; 

e) apparent potential availability of reasonably suitable sub- 
stitutes at lower prices; 

d) inability to alter production in response to short-term 
changes in demand; 

e) control of much of the European production by the large 
U.S.A. producer (most, if  not all, of the imports are 
"captive." This means that the actual import level may 
not be deternlined by prices here, there, or anywhere); 
and 

f) the small size of the residual between available produc- 
tion and salad oil-cooking oil u s e .  

All in all, i t  may become extremely difficult to arr ive at a 
l~uying or  selling decision in corn oil. One th ing seems 
likely. I f  margar ine  demand continues high or expands,  
spreads might  stay at a level that  will shake out all but  the 
most loyal users of corn oil. 
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