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Vegetable Oi l in the Second Plan 
A C Chhatrapati 

With the rapidly growing internal demand and the pressing need for stepping up exports of oils to earn 
foreign exchange, more energetic measures are urgently required not only to increase oilseed output but oho to 
develop cottonseed crushing and solvent extraction industries in order to make optimum use of the available 
resources. 

Only measures of an emergency nature can help to augment oil supply significantly^ within a short 
period; otherwise not only will there be little scope for exports but the country may face a famine of edible fat. 

castor and linseed. The total output 
of a l l vegetable oils was expected 
to rise by 12 per cent to 12.72 lakh 
tons. The export target of vegetable 
oils was fixed at 1.7 lakh tons. The 
increase in oilseed output was ex
pected to be achieved through in
crease in yield per acre. 

It w i l l be seen f rom Table I that 
the target of the Plan was achieved 
through increased acreage rather 
than increased productivity. In 
fact, the yield per acre of oilseeds 
has been steadily declining and the 
Fi rs t Plan has failed to check this 
trend. Thus in the last 20 years 
an increase of 17 per cent in out
put has been obtained through a 
37 per cent increase in acreage. 

While the target of output of oils 
was exceeded, during the Fi rst Plan 
period, total exports fell short of 
the target (See Table I I ) . Net ex
ports, i e, exports minus imports 
actually declined from 1.13 to 0.79 
lakh tons. The Increase in net supply 
of oils by I8 per cent was not suffi
cient to meet the Internal demand. 
This is evident f rom the fact that 
in 1956 prices of vegetable oils rose 
by 46 per cent over the previous 
year, while the wholesale price in
dex for al l commodities rose by only 
13 per cent. In 1957 also, prices 
have continued to be firm although 
the output of oilseeds is expected 
to be sl ightly better. As mentioned 
earlier exports 6f major edible oils 
have been banned owing t o ' the in
ternal shortage. 

In the Second Plan 

The Second Five Year Plan pro
vided for an increase in the output 
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V E G E T A B L E oils are important 
to the Indian economy for three 

reasors; they constitute three-fourth 
of the, edible fa t consumption of the 
people; they supply the basic raw 
material to paints, soap and other 
tollet industries and they are valu
able foreign exchange earners. How
ever, unlike cereals, cotton, jute and 
sugar cane, increasing oilseed out
put has received l i t t le attention in 
the last decade. Consequently, ex
ports of vegetable oils fluctuate 
more violently than any other major 
i tem in our export l ist. Their prices 
also fluctuate most violently caus
ing serious hardship to consumers, 
industrial and others. "Despite the 
desperate need to step up exports 
to bridge the yawning gap in the 
foreign exchange resources, Govern
ment has been compelled to ban ex
ports of groundnut and other major 
edible oils because of their shortage 
and high prices, In fact, between 
1951-52 and 1956-57 exports of 
groundnut oil had to be banned in 
three years. As edible oils can play 
an important part in promotion of 
exports, I propose to analyse recent 
trends in oil supply, the adequacy 
of the targets in the Second Plan 
and discuss ways and means of 
augmenting vegetable oil resources 
of the country. 

Oils In the First Plan 
The Fi rs t Plan envisaged an in

crease of 8 per cent, f rom 51 lakh 
tons to 55 lakh tons, in the output 
of major oilseeds, namely, ground
nut, rape and mustard, sesamum, 

of the major oilseeds from 56 lakh 
tons to 70 lakh tons by 1960-61. Sub
sequently, in the l ight of the infla
t ionary tendencies and the rapid 
growth in demand for consumer 
goods, the targets for agricultural 
outputs were revised upward. Ac
cordingly, the target for major o i l 
seeds was revised to 76 lakh tons, 
i e, an increase of 37 per cent. A l 
though a year has passed since then, 
the break-down of the revised target 
in terms of different categories of 
oilseeds has not yet been given out. 
This target is to be achieved largely 
through distr ibution of Improved 
varieties of seeds and Improved 
cult ivation practices. No Informa
tion is yet available in regard to 
the progress made by the State Gov
ernments for achieving these targets. 
The Indian Central Oilseeds Com
mittee has recently decided to start 
regional research stations and an 
oilseed extension scheme on the lines 
of the cotton extension scheme of 
the Cotton Committee. Considering 
that multipl ication of improved 
seeds, t ra ining of extension staff and 
research at the research institutions 
wi l l take considerable time, it is ex
tremely doubtful whether the tar
gets of oilseeds output can be achiev
ed by 1960-61 unless good monsoons 
and increased acreage through the 
init iative of the farmers produce the 
desired result. 

'The Programmes of Industr ial 
Development, 1956-61', have esti
mated the supply and uti l isation of 
vegetable oils by 1960-61 in compa
rison wi th 1954-55 as follows (the 
figure of total output in 1960-61 
has been revised in l ight of the 
revised target) : 



These estimates give a very dis
torted picture of the oil supplies 
not only because statistics regarding 
carry-over of stocks f rom one season 
to another, uses of seeds, output of 
oils and uses of 'Oils except by the 
organised industries,' are not avail
able, but because some of these 
figures relate to different periods. 
Output of oils based on crop esti
mates natural ly relates to crop 
years, i e, October-September, and 
the figures of exports, industrial con
sumption, etc, should also relate to 
this period, but the figures of ex
ports, consumption for vanaspati 
manufacture and industrial uses for 
1954-55 seem to relate to the finan
cial year (Apr i l -March). In fact, 
in the calendar year 1955, the near
est period to the crop year, exports 
of oils, oilseeds and vanaspati 
amounted to 3,11,000 tons in terms 
of oi l . The quanti ty of oi l con
sumed in vanaspati manufacture 
totalled 2,98,000 tons. Therefore, 
the availabil i ty of oils in 1954-55 for 
edible purposes, which is a residual 
figure, was about 9.27 lakh tons 
and not 11.39 lakh tons. On this 
basis the per capita availabil i ty of 
oils for edible purposes was only 
7.4 lbs per annum and not 8.2 lbs 
per annum as indicated in the Pro
grammes. 

Demand Under-estimated 
The forecast of uses of oils in 

1960-61, however, seems to be an 
under-estimate. In the Second Plan 
the output of soap is expected to in 
crease by 1,00,000 tons, paints and 
varnishes by 20,000 tons and lubric
ants by 6,000 tons. On the basis of 
the Planning Commission's own esti
mates, these industries wil l thus re
quire 70,000 tons more oil. But the 
estimate for industrial and miscel
laneous uses indicates a rise of only 
54,000 tons. This Implies a decrease 
in the uses of oils for hair oi l , mas
sage, and other miscellaneous pur
poses from 93,000 tons in 1954-55 
to 78,000 tons in 1960-61! It may be 
noted that the National Sample 
Survey has recently estimated the 
quantity of oils used for hair and 
massage only at 2,00,000 tons or 1.5 
ounces per head per month. This 
is not an unreasonable estimate. 
Therefore, even at present either the 
oil available for edible purposes is 
less than what is estimated or the 
total output of oils is higher than 
is assumed. In any case, it should 
be obvious that the quantity of oil 
required for non-edible uses wi l l be 
much larger in 1960-61 than envi

saged in the Programmes. ' 

It is nearly impossible to estimate 
the l ikely demand for edible oils 
after four years w i th l i t t le reliable 
information of the consumption pat
tern in the past. Nevertheless, it 
is desirable to test whether the ex
pected improvement of 30 per cent 
in oil output w i l l be sufficient to 
meet the internal demands and leave 
a surplus for exports as envisaged 
in the Plan. This entails a forecast 
of increase in demand for oil on 
account of (i) Increase in popula
tion. (II) increase in urbanisation, 
(i i i) increase in purchasing power 
and (Iv) changes In consumption 
habits affecting oils. 

Admi t ted ly ' the increase in avail
abi l i ty of oils of 18 per cent in the 
Fi rst Plan was insufficient to meet 
Internal needs. This deficit w i l l 
have to be made good f rom the 
Increase in output during the Second 
Plan. Secondly the consumption of 
cereals in good monsoon years is 
considered to have reached the opti
mum level according to nutr i t ional 
standards. Therefore, future Increa
ses In expenditure on food wi l l be 
more in the direction of supplement
ary foods like fats. Since the pro
portion of expenditure on fats Is at 
present extremely low, even a small 
increase in expenditure wi l l br ing 
about a substantial Increase in their 
demand. Thirdly the production of 
ghee may not increase significantly 
because the consumption of mi lk Is 
rising and increase in mi lk output 
wi l l be used to meet this more re
munerative demand for milk. Hence 
the future increases in fat consump
tion w i l l have to be in the f o rm of 
oil and vanaspati. Tak ing into ac
count al l these factors and consider
ing the recent trends in the consum
ption of cloth and sugar, It is my 
surmise that the increase envisaged 

. in the Plan may not be sufficient. 

In view of the poor progress in 
measures to improve output, it is to 
be feared that the country may face 
a veritable shortage of vegetable 
oils unless concerted efforts are 
made not only to increase output 
of oilseeds but also to augment sup
ply of vegetable oils f rom existing 
resources quickly. 

Cottonseed Crushing 
Two important existing sources 

for augmenting vegetable oi l sup
ply are cottonseed crushing and sol
vent extraction of oi l cakes produced 
by ghanis and oi l mil ls. 

Although India is the th i rd largest 
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producer of cottonseed, it allows 
cottonseed to go waste in the form 
of cattle-feed. In USA and even 
Uganda more than 80 per cent of 
the cottonseed is crushed to produce 
substantial quantities of good edible 
oi l . At the present rate of output 
of 14 lakh tons of cottonseed, in 
India, the total vegetable oi l supply 
can be Increased by 1.4 lakh tons, 
If 80 per cent of the crop is crushed. 

Cottonseed crushing requires spe
cial equipment for delinting and de-. 
hull ing the seed. Raw cottonseed 
oil being dark in colour and 
unpleasant in taste is unpalatable. 
Consequently cottonseed crushing 
did not interest the industry, espe
cially when other good edible oils 
were available in sufficient quanti
ties; and a market was developed 
for cottonseed as cattle-feed. In 
view of the impending shortage 
of edible oils, the need fo r cotton
seed crushing has been felt, but be
ing in infancy it has to face a num
ber of difficulties. 

The most difficult problem is the 
frequent disparities between the 
prices of cottonseed and its oil. 
Cottonseed prices are determined 
by its demand as cattle-feed from 
farmers. On the other hand, cot
tonseed oil prices fluctuate wi th 
world price when exports are free 
and prices of other edible oils, 
when the oil has to find sellers 
within India. The risk of loss on 
account of such disparities is fur
ther increased by the fact that 
for continuous crushing the crusher 
w i l l have to arrange to purchase 
and store large stocks of seed 
during the ginning season of 6 to 
7 months. Owing to the high in
cidence of rai lway freight, trans
port of cottonseed f rom distant 
surplus areas is not economical. 
Thus the existing crushers have 
to close down frequently because 
of disparities in seed and oil prices 
and non-availabil i ty of seed 
locally. 

The second major difficulty 
faced by crushers relates to dispos
al of the by-products. Cottonseed 
contains only 13 to 22 per cent 
oil. In addition, it yields 4 to 6 
per cent l inter ( i f the seed is of 
American variety) which is the 
basic raw mater ia l of the acetate 
rayon Industry, 30 to 35 per cent 
hulls which are good for feeding 
cattle as roughage and 45 per cent 
oi l cake. The decorticated oilcake 
has an extremely l imited market 
in Ahmedabad and Bombay cities, 

July 6, 1957 



July 6, 1957 



THE ECONOMIC WEEKLY 

while undecorticated cake has a 
larger market in Punjab and some 
other regions. But generally, the 
marked preference of farmers for 
feeding whole cottonseed to cattle 
causes great difficulties in dispos
ing of cottonseed cake eco
nomically. 

The th i rd difficulty in cotton
seed crushing is the absence of 
technical know-how for producing 
good quality oil and linters. Special 
care and facilities are required for 
storing cottonseed and special 
ski l l is required to produce good 
quality products. At present the 
linter produced by the crushers is 
frequently unacceptable to the only 
acetate rayon factory in India 
owing to its poor quality. The 
vanaspati factories are reluctant 
to use cottonseed oil because it is 
difficult to bleach owing to defects 
in the technique of its production 
and washing. 

How to Reduce Risks 

Obviously in the face of such 
serious difficulties rapid develop
ment of cottonseed crushing can 
take place only if Government 
makes cottonseed crushing less 
financially hazardous through 
fiscal and other measures along the 
lines enumerated below. It is a pity 
that the Planning Commission has 
not recommended any measures to 
develop cottonseed crushing 
rapidly although it has expressed 
a fear that the oil supply might 
not be sufficient. Further it has 
recommended increase in cotton
seed oil output f rom 9000 tons to 
30,000 tons only, perhaps due to 
the opposition to cottonseed crush
ing f rom rural interests who con
tinue to hold the belief that whole 
cottonseed is the best cattle feed. 
The prolonged experiments at the 
Izzatnagar Research Inst i tute 
have proved that there is no 
significant difference in the nut r i 
tive values of cottonseed and its 
cake as cattle feed. There is now 
no rational objection to encourag
ing cottonseed crushing. 

(1) An active educational pro
paganda among farmers to use 
cottonseed cake and hulls in place 
of whole cottonseed as cattle-feed: 
This wi l l create a remunerative 
market for cake and hulls and 
reduce disparities in seed and oil 
prices. The Nat ional Extension 
and Community Development staff 
may undertake this activity to 
begin wi th in Punjab, Saurashtra 

and Rajasthan which not only 
consume cottonseed produced In 
their territories but also import 
f rom long distances. 

(2) Provision of financial incen
tives to make cottonseed crushing 
attractive: The existing oil mills 
in cotton growing areas may be 
offered low interest loans for 
install ing delinters and millers. 
Cottonseed crushing may be includ
ed among industries exempted 
f rom payment of Income tax on pro
fits and dividends upto 6 per' cent 
on paid up capital under Section 15 
C of the Income Tax Act. The 
Central Excise duty on cottonseed 
oil may be abolished. At present 
the net revenue from this duty 
must be hardly in excess of Rs 1 
lakh. The loss, of revenue to 
Government therefore wi l l not be 
of any consequence, but it may 
Induce entrepreneurs to undertake 
cottonseed crushing. 

(3) Technical assistance in pro
ducing good quality cottonseed 
products: It is necessary to dis
seminate existing knowledge on 
storage and processing of cotton
seed and institute research in 
these problems wi th special refer
ence to Indian conditions. 

(4) Permission to cottonseed 
crushers to crush other seeds: 
At present licences are issued 
under the Industries Development 
& Regulation Act for establishing 
cottonseed oil mills on the condi
tion that they wi l l not crush other 
oilseeds. For economic operation 
it Is necessary that these crushers 
should be permitted to crush other 
seeds in the off season for cotton
seed or when cottonseed supply is 
inadequate to maintain production. 

Solvent Extraction of Oil cake 
The Planning Commission has 

recommended increase in the capa
city of solvent extraction f rom 
4 lakh tons to 8 lakh tons during 
the Second Plan in order to pro
duce 64,000 tons of oil f rom oil cake 
produced by ghanis and oil mills 
containing 6 to 8 per cent o i l . How
ever, solvent extraction is economi
cal only when fresh oil cake con
taining 15 to 18 per cent oil is put 
through the solvent extraction 
process. Only this way good 
quality oil can be produced eco
nomically. Therefore, to encou
rage solvent extraction it is neces
sary that owners of solvent 
extraction plants should be per
mitted to purchase and instal 

expenter near the solvent extract 
tion plants of crushers situated 
in a locali ty may be induced to 
put up a solvent extraction plant 
on a cooperative basis to which 
they can feed fresh oil cake con
taining 15 to 18 per cent oil. The 
suggestion of the Planning Coin-
mission that solvent extraction of 
ghani oi l cake should receive special 
attention in view of the emphasis 
given to ghani crushing in the 
Plan is impracticable as collection 
of the cake in sufficient quantities 
f rom widely dispersed ghanis 
within a reasonable time is im
possible. 

To sum up, w i th the rapidly grow-.-
ing internal demand and the pressing 
need for stepping up exports of 
oils to earn foreign exchange, 
more energetic measures are . u r 
gently required not only to increase 
oilseed output but also to develop 
cottonseed crushing and solvent 
extraction industries in order to 
make optimum use of the availa
ble resources. Only measures of 
an emergency nature can help to 
augment oil supply significantly 
within a short period; otherwise 
not only wi l l there be l i t t le scope 
for exports but the country may 
face a famine of edible fat . 

New Railway Yards and Workshops 

Two new rai lway marshall ing 
yards are to be constructed at 
Bhi lai and at Bondamunda, near 
Rourkela, at a total estimated cost 
of Rs 6.38 crores. 

The construction of these mar
shalling yards has been found 
necessary to cope wi th the heavy 
traffic in connection w i th the two 
new steel plants under construc
tion at Bhi lai and Rourkela, and 
also w i th traff ic f rom other sub
sidiary industries which are ex
pected to develop in the vicinity of 
the steel plants. 

The rai lway Board has given its 
approval to the construction of a 
new locomotive shed at Yashwant-
pur, three miles f rom Bangalore 
City at an estimated cost of 
Rs 14.5 lakhs. 

The Rai lway Board has also 
sanctioned the expansion of the 
rai lway workshop at Dohad, on 
the Western Railway, to increase 
Its locomotive repair and overhaul 
capacity. The expansion is l ikely 
to cost nearly Rs 28 lakhs. 
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