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_PRODUCTION AND MARKETING OF WOOD OIL IN
SZECHWAN PROVINCE, CHINA

SUMMARY

In the ee:ly years at the beginning of the twenticth century, silk constituted
a leadind commodity among the various export products of China, During
the last twenty years, however, the export of silk from China has slumped
greatly and decreased as a result of the kcen competition with the products
of other countries. During these years the trade in wood oil was rapidly
increasing and consequently became the product of first importance in China’s
export trade. The cdevelopment of natural resources and gain of foreign
¢xchange has become the essential requirements for long terin fighting against
the invader since the outbreakX of the Sino-Japanese War. Wood oil has
become the leading export of the country, as the production areas are chiefly
located far behind the fighting lines and its production and (ransportation are
well maintained by the government, the contribution of wmd oil in prolonging
the Tighting has obviously tecome more important than ever. After the fall
of the cities of Shanghai, Nanking, Hankow and Kwangchow the government
still ‘exerted her full powers to promote its production and. encourage its
exportation. All these mwsures reflect the importance of the wood oil
mdustry even durlng the war period. As far as the physical production of
wood oil in the country is concerned, Sze: ‘hwan Province should be recognized
ag the primary h*)lne of the product. It has be:n ¢stimated that one-third of
the nation's total pmductmn comes from this particular provmce It is for
this reason that the D:partment of Agricultural Economlcs has launched such
a systematic study of both production and marketing of wood oil in Szechwan
Province during the period July 1938 to June 1939. The study covered over
forty important wood oil pmducmg districts, from which 662 detailed survey
scaedules were obtained, account boaks and reference materials were als-
CO’HSUItLd |
The varictics of wood oil trees in Szechwan Province are recognized by
botanical experts 28 thcse belonging to Cluster Fruit Type, two varicties, the
big kernel and the small kernel; and those belonging to the Single Fruit Type,
alsy two varieties the persimmon woed oil tree and the woody wosd oil tree.
In addition, other varietics were d'scovered tut they have not been identified.
From the standpo;nt of the yield of nuts and the oil contents of the nuts,
the big kernel and the small kernel varieties are recognized to be better than

the others,
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The wodd oil trecs in Szechwan ‘Province are generally considered cs
wild plants, they grow on waste land and farmers usually give them no care &s
is usually done for field crops. During recent  years, on account of the
stimulation of rising prices ol the sil, the farmers have increascd the plantation
of trees rapidly and, consequently, the number of young trees hes increased
considerably. The pres:nt study reveals that ynoung trees, below nine years of
ade, constitute almost sixtenths of all the trecs, while the remainder are adult
or old trees, There is a great difference in the yield of oil nuts in an ample

year and a lean year. In a year of normal yield the average production of

nuis ameunte to 2.3 shih sheng per tree, 1f trees that have nat rcached the

{flowering stagc axe excluded ueually up to three yeats oi age, the avciage
vield is nearly three shuh shemy per tree. Judgm;i from thesc ins.ances it:s

qu.te obvious that the yield per wood oil tree in Szechwan Province. s very low.

There are many cstimates regardmg the volume of produ tion cf waod
oil in S?'echwan Province, but thB fisures vary greatly. one from a;,;g[;pu.
According to the present study, it is carefully estipated th'at the numper -oi
wond oi! growers in the pronnce is about one million, secven hund.Ded thousand
families: the arca covered by the tre.s amounts to n(,arly 2,100,000 shih mow
and the number of the trees, old and young, a"rercgdtcs approximate,y
160,000,000 From these Lrees nearly 3,800,000 shih tan of oil nuts and a
little over one mlllmn shm plculs of oil are produced per, year. These figures,

are ‘quite in agref,ment mth the facts in considering tpe sum of the tatal

export and the tstal volume ei domesuc ac:msumptmn s

The ‘wad 0il produced in Szerhwan Province '8 widely known for its
superlor (Iuallty It can met,t all the required physical and chemical standmd,
s0 it is unive: eally au cpted and welcomed by the importing countries. [

The “wood 0il” tlBGS are as erepe planted by farmers. . It is important ten
recognize {,leally the ac tual cond thHB of [orlners growlnfj wmd il trees and,
also the e’ffect ef the condltmn of the fanner s families on the yield of wood,
oil nuts. Accordmg to thls mvestlriat;'m most of the iarmers who planted the

trees are owncr Iarme s in mounlam areas Almost no wood oil trees are -

planted on the plam and more fertll-e regions. Appmxxmq;ely, one-fifth of .
the farm area in the districts where woed oil is produced, is occupied by wood. .,
oil trees. On an average, each family planted one hundred . wood oil trees,

from Wthh abeut 2.5 shih tan of nuts, were produced. The nut maybe i

considered as the lmportant by-product of the farmers. . The cost of production

of the nut amounted to, 7.19 yuan. per shih. ton, of which 1.13 yuan was .

realized in cash and the rest, or 80 per cent of the total expen:hture as a

non-cash rece pt. In the unit ¢ost of the nuts, 80 per cent was for the use. of -

Jand and 30 per cent for wages. ~ During the period of this study the price -per
ahih tan of nuts was 3.91 yuan. In reckoning the unit cost, the growers inget a
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loss of 3.28 yuawu per shih tan; considering the cash expense only, they might
gain a profit of 2.78 yuan. Gf the nuts harvested by the farmer s, nearly one-
half were directly sold, one-third were wsed for exchange for vegetable oil
from local pressing houses, and the remainder, for other uses,

The pressing house which serves as a processing agent, collected harvested
nuts in the neighboring villages for pressing oil. The method of pressing
usually has a direct affect on the quality of oil pressed. During the year of
this study, the average facility of each pressing house itsell, accounted for 270
yuan in value. The average quantity of the nuts purchased by each pressing
house represented nearly 250 shih tan, which amounted to a little over 900
yuun in value and produced about 70 shikh piculs of oil. In addition
approximately 70 shih tan of the nuts from which 20 shik piculs of oil might
be produced, was consigned from consumers for pressing. The average
volume of wood oil produced per shih tan of nuts amounted to 25 shik catties,
The total cost of pressing for one sh'h picul of oil was 3.51 ¥uan on an
average. Of this cost, expenditures for fuel, labor and food were the greatest.
There is a close relationship between expenditure for pressing and the size of

the pressing machine. According to this study, when the volure of oj]

pressed per operation was below 60 shin catties, the cost of pressing for ope
shih picul of oil amounted to 6.81 yuan; while if the volume of oil was more
than 100 shih catties, the cost represemtezd only 2.6 yuar. Hence the larger
the capacity of the machine, the smaller the unit cost for pressing. The oil
pressed by the pressing house was sold or exchanged with farmers for wood ojl
nuts or other vegetable oil seed. The unit cost of producing one shih picul of
wood oil in the pressing house was 18.98 yuan. The receipt per shih picul of
oil and oil cake accounted fir 22,64 yuan. Thus, a net profit of 3.68 yuan
could be aggdregated for one shi!i picul of 0il. The net profit for each pressing
house represented approximately 230 yuan per year, which was only 30 yuan
less than the total value of facility made by the hcuse itself.

Due to the poor condition of communication in Szechwan Province, the
methods for packing and transporting woed oil are very expensive. The ma'n
equipment for packing was bamboo-baskets and wooden casks Occesionally
iron casks had been used for export in recent years. It is generally recognized
that the leakage and abs>rption of oil in baskcts and wooden casks account
for heavy losses during trsnsporting. Usually there is also leakage in the iron
casks and these were very difficult to repair with glue or other materials. As
a result, of the high depreciational cost of the containers the unit cost of
package became very high. According to this study, in all reports collected,
the percentage of the leakage indicated in different containers was 97 per cent
for bamboo baskets, 81 per cent for wooden casks and 20 per cent for iron
casks., The volume of cil atsorted by earh container during one journey was
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9.5 ghih catti¢s for bambod baskets and 3.4 shih catties for wosden casks.
The depreciation in valus of the container per shih picul of oil for the same
time, was 0.30 yuan for bamboo baskets; 0.03 yusn for wooden casks and
055 yuan for iron casks. | it 18, therefore, necissary to improve the method of
packing, | Ll : .

. With' respect to the method of trausporting within the province, porters
and ships are the most impoitant agents for transportation. But a g:eat deal
of “difference in speed and expenditure is indicated between them. "When
transported by porter one. and a half days and 0.98 yuan were reguired for a
d'stance of 1G0 /4, while shipping for the same distance approximately, onc day
and (.53 yuan should  be required.  Hence,. transportation by ship was
relatively cheap -and quick as compaied with that by poite:s.. Lei.te the
Sino-Japanese war, wosd oil in the province was transpoited to Hankow
and Shanghai:.for expoit by Stcamers. put the line oi expoit has been
changed during the war, the oil was. tracsported to Kunming for expo:t by
three dificrent ways; (1, from Chuniking to Kunming through Kweiyang,
(2) from L.uhsien 10 Kunming through Pikieh, and (3) from JIpin to
Kunming through Shatung. The f>rimer two routes were by h ghway, and
the latter, by an  old trade road. At present, the highway from Ipin to
Kunming is usually used for toe. transportation of wosd oil; In gene:al,
the transportation on ali lines has given low efficiency and high expendi-
tures. - To export wood Okl during the war we need. {0 e¢stablish . a desirable
and: efficient international line of communication. _

Owing t> the, weakness of capital coliected by the middieren and
sthres in the wood . oil market, the volume of business in Szechwan was
relatively small. - The kinds of middlemen: in the market may be divided into,
local buyers, purchasing agents, oil stores, brokers, oil houses, and expo't
companies, The local buyers, purchasing agents and oil stores are ensaged in
collecting and purchasing woad oil directly from the growers in villages. The
function of brokers is to introduce the trade of oil, while the ¢il house serves
as-the collecting agent between oil stores and export companies. Th-rou'gh the
complex system of middlemen in the market the management and oeperation of
the wood oil business has become uneconomical and  expensive. When
i:lassified by the character of their operations, the middlemen in the marketing
of wood oil may be divided  intd retailers, wholesale receivers and wholesale
exporiers. The proiit dained by retailers was 246 yuon per shih picul of oil
handled which amounted to 12 per ¢ent of its cost. But the wholesale receiver
met a loss of 0.77 yuan for the same unit of oil, which amounted t> 3.9 per
cent of its cost. The impossibility to export oil and a conssquent decline in
prices were the reasons why the wholesale receivers experienced th’s loss. It
was unfortu-ate that because of the violent Japanese bombing ol Chungking
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f and Wanhsien, no material could be ¢allected in respect of the profit and loss
- conditions oi the wholesale exporters.  The organization of the wood oil

anarket in the present province indicated much complication with many

divisions such as primary, secondary, middle, exporting, etc. All these should
. increase ‘the cost in marketing because for each step of trade there must be
[} some increas: in expenditures. Chungking and Wanhsien have been con-
3 sidered the greatest markets oif wosd oil in Szechwan Provinee.  The volume
b' of exgort of wood oil from each of these two markets accounted : for nearly
~ three hundred thousand shin piculs in 1937. The Temporary Regulations for
the control in the wood oil business; proclaimed by the Provincial Goveinment
of Szechwan in 1939, show that Chungking, Wanbsien, Ipin and Luhsien were
considered td be the main export ports. - Among them, the impertance in
marketing varied largely. - Nanchung, Hochwan and Fuling were regarded as
the largcer centralized markets within the province. | |

All growers and operators engaged in tLhe wood oil business must pay
much “attcntion to fluctuation in prices. In general, the price of wood oil
varied in close relation with the purchasing power of money and the c¢ondi-
tion of supply and demnand for the oil. This realized an unfavorable stats of
aifairs idr the ifluctuation in prices had led the growers, press'ns houses, and
middlemen of wood oil to attempt to speculate. Before the war the price of
oil varied from time to time and had reached the peak in 1936. In 1937 as
the war had brought absut disturbances in export, the price of oil declined
rapidly, while, due to the decreasing value of money in 1910, the price of oii
rosec again. An obvious seasonal variation is indicated in the price of wood
oil. In general, prices in May and June are the highest and with an index
number of arcund 118 while that in December and January is relatively low
and the index varies from 70 t> 80. How to reduce and adjust the violent
seasonal variation in the price of wood oil, however, was one of the questions
considered. Surely, the variatiom in prices has a great influence on the
number of wood oil trees planted by fariners.

After the fall of the important ports and cities of export, much trouble
was met in the exportation of waod oil. Consequently, the price of oil fell
rapidly. But the export of oil became most important and necessary for the
gaining of foreign exchange. For the purpase of encouraging the export of oil,
the Foreign Trade Commission of the Ministry of Finance has advanced credit
to the export merchants and is prepared to sell the foreign exchande gained to
the Central Bank cf China. For strengthening the control of wood oil trade,
the Provincial Government of Szechwan proclaimed a Temporary Regulationg
for the control of wood oil business and set its price in different localities.
Some public warehousss for the centralization and collection of woad oil have
teen established in several cities The Szechwan Wood 0Qil Trade Company
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has been appointed by the Foreign Trade C>minissionas an agent to purchase
wood oil at the price determined by the government. DBecause of the
extremely low standard and the impossibility of fluctuation in the grice
determined by the government, the volume of oil purchased by the Company
was extremely small and far below what had been estimated. On that ac ount
it became necessary td> consider and improve technically the price of dil

determined by the government.
Throush the previous statement, it is seen that growers, pressing houses,

package, transportation, stores, markets, prices, trades and management are

very important in the wood oil business and s>me improvements both ec.n~
mical and technical, are urgen‘ly required, This study attempts > give the
facts, but some sugdestions for improvements have been briefly c-nsidered.
It still remains for the reader to find the solution for the questicns of

improving and furthering the wood oil t:ade in this province,
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