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FUTURE ROLE OF COOPERATIVES IN MARKETING BEANS, PEAS, AND LENTILS. By Art Smith,
Cooperative Marketing and Puvrchasing Diviaionj Economics, Statiatics, and Cooperatives
Service; U.S, Department of Agriculture. Farmer Cooperative Research Report No. 16,

ABSTRACT

Pulse production in the United States has become geographically specific and
concentrated, and the marketing channels for pulses have changed dramatically over the
past 30 years. The most marked change has been the growth of large proprietary
marketing firms which are vertically integrated as national packagers and exporters,
and procure directliy from pulse producers througl: their own elevators, Farmer
cooperatives as a whole have been unable to effectively countervail this growth in
market concentration, Cooperatives do, however, have the potential to counteract
their competition's poaition by pooling pulses, merging regional marketing agenciles
intc & single national cooperative marketing agency in comwomn, and/or by packaging,
canning and exporting pulses themselves.

Xey words: pulses, vertical integration, cooperatives, dry edible beauns, lentils

Washington, D.C. 20130 March 1980
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SUMMARY

Farmer cooperatives must adapt to new market trends if they are to compete
effactively with private firms in marketing U.S, pulses. This report examines the
U.S, pulse industry's trends and the ways in which cooperatives can Btrengthen thelr
marketing efforts,

Cooperativee can compete with the vertically integrated packager-exporter by
merchandising and exporting pulses themselves. Cooperatives will have to establish
overeeas sales offices and acquire current market information in order to expart
competicively.

Cooperative members may counteract growth of 1argé private packagers by pooling
growers' pulses. This allows for both a reduction in marketing risks and potentially
higher prices for the grower.

Cooperatives way also form a single marketing agency in common, enabling the
reglonal cooperatives to join together ag a stronger predence in the marketplace.
Such an organization may act as a single tradaer and can market a full line of pulses
ag competitoras do.
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Future Role of Cooperatives in Marketing

Beans, Peas, and Lenuls

Art Smith*

INTRODUCTION

This report givea pulse producers current information abour the industry and
recommends how they can improve their position in the marketplace via cooperative
organization, The last such industrywide atudy on pulses wag published in 1951,

PULSE PRODUCTION

The value of U,8, pulse production--dry edible beans, peas, and lentils~-has
amounted to approximately §390 million a year for the past 3 years (1973-78), Though
pulses represent only about .8 percent of total farm income darived from crepu, they
are important to the few States in which they are produced., Michigan derives 10
percent of its farm income from pulses, Idaho over 6 percent, and Colorade about 5
percent,

Total pulse preduction in the major pulae producing States dropped from 21.2
million ewt. during 1957-68 to 20.9 million during 1867-78, or about 1,3 percent,
{table 1), 1ichigan, Idaho, California, and Washington maintainad their relative
ranks betweeu the two periods. Oregon and New Mexico completely dropped out of the
plcture, while North Dakota and Minneasota increamed production by over 300 percent.
Ten States now produce more than 98 percent of the total I'.8. pulaes,

While total production has not changed significantly in the past 20 years, the
number and size of pulse producing farms have changed. In 1964, approximately 30,000
farma averaging 56 acres per farm produced pulges. In 1974, the number of farme had
declined by a third and average farm size increased by about 60 percent to 88 acres
per farm (appendix table 1},

Yield per acre for dry edible beans increased by over 50 percent aince the late
thirtiea (appendix table 2)., While the number of farma declined during this pariod by
over 80 percent, acreage was cut back by only 15 percent., Yield increases are
actributed to improved cultural practices and the increasged proportion of acreage
under irrigation., In the past 20 years, however, there has been no appreciable change
in yields.

Navy and pinto beans account for half of all pulses produced in the United States,
according to the ranking of the 16 most important pulse classes and their average
production during 1967-78 (table 2)}. Peas and lentils comprise only l7 percent of
total pulase production with dry edibie beans making up the remaining 83 percent.

* The author is an agricultural economist, formerly with the Coaperative Matketing

and Purchasing Division, ESCS.




Table l-«bPulse producing States, rani. and sverage production, 1957~68 and 1967-78

Rank . Productien
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1957-68  ° 1967-78 195768 1 1967-78

1,000 ewt,

Michigan
Idaho
Californta
Washington
Colorade
Nebraska
New York
Wyoming
Montana
Nerth Dakota
Fansas
Oregon
Minnesota
New Mexico
Utah

6,662
3,278
2,873
2,533
1,829
1,208
1,116
821
206
167
149
135
90
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43
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NA = not applicabla.

‘able 2~-U,S, pulse production, by class and average production, 1867-78
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Clans X Production

1,000 cwt,

AT

Navy bean 5,498
Pinto hean 5,067
Green pea 2,125
Great northern bean 1,645

Red kidney besn 1,302
Lantila 889
Pink bean 759
Blackeya bean 691

Yellow pea 578
large lima bean 574
Baby l1ima bean 434
Small red bean 196

Smell vhite bean 366
Cranberry bsan 211
Black turtle hean 202
Garbanzc bean 79
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Pulse Producing Areas

Although 13 States produce pulses, the delineation of producing areas is not based
on Stata boundaries but on eimilarity in weather conditions and cultural practices.

Dy pulces are produced in eight distinct areas--New York, Michigan, North Dakota-
Minnesota, Nertheast Colorado-Wyoming~Nebraska-Kansas, Southwest Colorado-Utah, Idaho-
Montana, Norihwest Idaho-Washington, and Caiifornia,

The ¥ew York area producea red kidney and black turtle soup beans, Production in
this ares is declining steadily at a rate of about 60,000 cwt. yearly. New York's
1967 production of red kidneys waa 673,000 ewt. and black turtles wesa 241,000 ewt,,
compared to 315,000 and 57,000 cwt., respectively, in 1978, Red kidney production
deaclined by over 50 percent and black turtles by 75 percent during 1967-78; it doea
not appaar that these trends will abate.

The Michigan ares produces navy, dark red kidneys, black turtle soup, and
cranberry beans. The production of navy and kidney beans has been rather atable
during the past decade. Black turtle production has averaged close to 60,000 cwt, a
year since baing introduced in 1974, Cranberry bean production has been increasing at
a rate of 18,000 cwt. a year. Total area production is close to 6 million cwt,, with
navy beane compriaing 90 percent of the total. Navy beans will continue to be the
predominant pulse grown in Michigan with production remaining relatively stable,

North Dakota-Minnesota, or the Red River Valley area, produces pinto, navy, &nd
§reat northern beans, Pinte production has increased by over 300 percent during the
past decade, at a vate of about 50,000 cwr. a year. Likewise, navy bean production
has also been increasing an average of 54,000 cwt. yearly. Great northern production
is very minor, averaging only 8,000 cwt, a year, It appears that thias area'a
production will continue vo increase, but certainly by less than the past 10-year
trend would indicate. Production should be rather stable in the future, since the
tremandous growth In the early years of production has now atabilized somevhat.

The Northeast Colorado-Wyoming-Nebraska-Kansas area produces pinto and great
northern beans., Only pinto beans are produced in Colorado and Kansas, while Wyoming
and Nsbraska produce both pintos and great northerns. The area's bean production is
irrigated, either by gravity flow or center pivot sprinkler. In 1977, this area
produced 2,162,000 cwt. of piutos and 1,039,000 cwt. of grest northerna. Thie was 48
percent of the total U,S, pinto and 72 percent of the total VU.S. great northern
production.

The Southwest Colorado~Utah area produces only pintos, averaging about 400,000
cwt, & year during the past decade, Production in thie area is declining by 50,000
twt. per year, Pintos ars grown under dry land conditions and thuas have relatively
low yislda~-5 cwt. per acre compared to 16 cwt. in northeast Colorado. Production ia
axtremaly volatile, due to a total dependence on variable weather conditiona,

The southern part of Idaho produces pinto, great northern, red kidney, pink, and
omall red beans, Idaho's piato production is 19 percent of the U.S. total end
increasing at a yearly rate of 28,000 cwt, Approximately 23 percent of the U.S. great
northerns are produced there, and production is growing by 16,000 cwt, & year. Two-
thirds of rlie pink beans are produced in Idaho, with increasing annual production of
28,000 cwz. Idaho also produces over 50 percent of all small reda,

The Waahington-Northeast Idaho area is the wole producer of green and yellow peas
a4 lentils, and also produces small red and smail white beans. This srea produces
laes :™an 10 psrcant of the mmall whites, but production is growing gradually by 5,000
CWEt, pai aar,
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California producea more classes of pulses than any other area. The total U.S,
volume of large lima, baby lima, blackeyes, and garbanzos is produced here,
California alsc produces about B85 percent of all small whites, 29 percenmt of all
pinks, and 40 percert of all red kidneya. Large lima produciion has been decliining by
27,000 cwt. a year and amall whites by 22,000 cwt. Red kidney production has
increased by 50,000 cwt. per year, and more than offset the decline in larg. wmas and
emall whites, Thus, total pulse production in California is rather constan

The U,S, production of pulses produced primarily in a single area (such as large
and baby limas, blackeyes, garbanzos, peas, lentils, and navy beans)} depends to a
large degree on the prevailing weather. There tends to be perfect correlation of the
yielda in those apecialized areas with the U,S, average yleld of that particular pulse
claps, However, the opposite is true for thoase pulses produced in several areas.

A bad producticn year for pintas in Idaho does net necessarily mean poor
production in Colorado or North Dakota. The same holds true for black turtle
production between Michigan and New York, or the red kidney production areas. Fink
bear yields may be average in Idaho, with a bumper crop in California. Thus, the
yield of a4 pulse crop in one producing area ias independent of yields in another.

Within-area pulse yields are correlated; for example, pintc, great northern, and
pink bean ylelds are correlated in Washington-Northern Idaho, Thus, when an area has
8 bad year, it means low yields for all puises produced there.

Navy Beans

Navy beans are produced in Michipan, Minnesote, and North Dakota, with an average
yearly U.5. production of about 5.5 milliom ewt, Michigan dominates total production
with a 96-percent share, while the Minnesota and North Dakota area (Red River Valley)
produces the remaining 4 percent (fig. ).

There has been no trend in U.S8. production of navy beans. On the average, annual
U.8, praduction falls within 17 percent of the mean of 5,5 willion cwi. MNoxth Dakota,
however, has shown an increasing production of 54,000 cwt, 8 year since its initial
teporting in 1974, This increase has been such & emall portion of the total, however,
that it has had little impact on the total U.S. productiom.

The market for navy beans i1s both domestic and export., Exports have averaged
about 1.3 million cwt. a year, or 23 percent of total production. In 1977, exprzts
accounted for 32 percent of the total market,

Domestically, navy beans are used primarily for canning, with pork and beans,
baked beans, and beans in tomato sauce the principal products, Only a very amall
quantity of the beans are sold at the retail level in their natural form (dry), well
less than 10 percent of the total,

The primary export market for navies has been Europe, with the United Kingdom the
predominant customer. Though the beans are exported in their natural form, they are
ultrimately used for canning. The between year variation in exports has been greater
than the between year variation im U.S. production (appendix tables 3, 4, and 3).
This export wariabiliry is due to Canadian competition and their highly volatile
production.
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Figure 1

Total U.S. Production of Navy (Pea) Beans, by State, 1967-78
Million cwt.
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Pinto Beans

Pintos are produced in 11 States and are second only to navy beans in preduction,
The average yearly U.S. production exceeds 5 million cwt., with a frend toward
{ncreasing production by approximately 95,000 ewt. annually. Colorado is the leading
producing State with over 30 percent of the total U.S. production, Idaho and North
pakota follow, each with 18 percent of the total. Nebraska with a share of 12 percent
bas the fourth largest production; the remaining 22 percent is produced by Wyoming,
Minnescta, Kansas, Montans, Michigan, Washington, and Utah {fig. 2}.

Colorado’s production has been declining at a rate of 50,000 cwt. a year, Wyoming
by 11,000 cwt., and Utah by 5,000 cwt. The growth States have been North Dakota,
tnereasing an average of 84,000 cwt. a year; Nebraska and Idahe each at a rate of
28,500 cwt. & vear; Minnesota at 20,000 cwt.; and Washington at 13,500 ecwt.
Production in Kansas, Montana, and Michigan temained relatively atable.

Pintos are marketed both domestrically and abroad. With the growing popularity of
Mexican food and the increased population of Latin Americans, the domeatic market for
pintos has been expanding. They are mainly aold at the rerail level in dry form,
canned as refried beans. Whole pinto beans are continually popular.

Exports of pintos have also been increasing, averaging over 520,000 cwt. a year,
or 10.5 percent of total U,S. production. The rate of increase is over 60,000 cwt.
annually, increasing by about 1 percent yearly. Mexico, the Netherlands, Iran, the
Dominican Republic, and Angola have been major purchasera {appendix tables §,

7, and 8). 1/

'1? U.8. statistics on pinto exports to the Netherlands ara misleading since their
final destination is not declared, such as transshipment to Cuba.
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Figure 2
Total U.S. Production of Pinto Beans, by State, 1867-78
Million cwt.
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. Peas and Lentils

Peas (green and yellow) and lentils are produced in Washington and Idaho.
Actually, this is a combined producing area which encompasses eastern Washington and
porthwest Idaho-~the Palouse, The annual average production of green peas is in
excess of 2.1 miliion cwt. (fig. 3), 478,000 cwt. for yellow peas (fig. 4), and 890,000
cwt, for lentila (fig. 5). Washington produces over 33 percent of the green peas, B8
percent of the yellow peas, and 75 vercent of the lentils.

Pez and lentil production is very volatile, with variations of up to 33 percent
feom their means. Yellow pea production has been declining at a rate of about 45,000
cwt, a year due to Canadian competriiionm.

Exports make up the predominant market for peas and lentils. Over 72 percent of
U.S. lentils, &1 percent of the yellow peas, and 52 percent of the green peas are
exported. Exports of both green and yellow peas have been trending downward. Green
pea exports have been declining at a yearly rate of 70,000 cwt. and yellow peas by
17,000 cwt. Lentil exports tend to vary in direct relation with production. The most
importart export markets for green peas have been Colombila, Venezuela, the United
Kingdow, Japan, and Taiwan (appendix tables 9, 10, and 11). For yellow peas, the
major markets have been Colombia, Venezuela, Taiwan, and Iran {(appendix tables 12, 13,
and 14}, Colombia, Venezuela, the Netherlands, West Germany, Algeria, and other
Mediterranean countries have been important markets for lentils (appendix tables 15,
16, and 17).

Domeatically, peas are sold split in dry form for traditional use in split pea
soups. Lentils are also sold in their dry form.
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Figure 3

Total U.S. Production of [iry Green Peas, by State, 1967-78
Million cwt.
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Figure 4
Total U.S.Production of Dry Yeliow Peas, by State, 1967-78
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Figure 5

Totel U.S. Production of Lentils, by State, 1967-78
1,000 cwt.
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Great Northern Beans

Great’ northerns are produced In five States and are the third most important dry
beans in production volume, following navies and pintos. The average yearly U.S.
production is in excess of 1.6 million cwt. Nebraska leads in production with a 70—
percent share of the U.S, total. Idaho produces an additional 25 percent of the total
and the remaining 5 percent is represented by production from Wyoming, Montana, and
Nerth Dakota. U.S. great northern production increased in Idaheo but decreased in
Wyoming and Montama {(fig. 6).

The market for great northerns is both domestic and export. The domestic market
has been the larger of the twe, although exports have been trending upward over time,
accounting for 56 percent ¢f the total nmarker in 1978.

The domestic demand for great northerns has been stable with no increase in per
capita consumption. Great northerns are mainly sold at the retail level in dry form,
although canned great northerns are available.

The export market has been a growing outlet for U.8. great northern production.
The quantity exported has increased at an average of 47,000 cwt. annually. Algeria
and France are traditionally major purchasers. Prior to 1960, Cuba was the dominant
U.S8. export market for great northerns (appendix tables 18, 19, and 20Q).

Red Kidney Beans

There are two types of red kidney beans produced in the United States: dark red
and light red. The average annual production of all red kidneys has been 1.3 million
ewt, California is the leading producer, predominantly of light reds, with a 35~
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Figure 6
Total U.S. Production of Great Northern Beans,by State, 1867-78

1,000 cwt.
2,100
1967 1969 1971 1973 1975 1977

pPercent share, or average production of 504,000 ewt. (fig., 7). UNew York produces 29

percent (383,000 cwt.), Michigan 24 percent (314,000 cwt.), and Idaho the remaining 8
percent (50,000 cwt.}.

1 ,800 Total U.S.
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California has been increasing production by 53,800 cwt. a year and Idaho by 7,000

c¢wt. Production in New York, on the other hand, has declined steadily at 33,000 cwt.
a year.

The markets for the two types of red kidneys are markedly different (appendix
tables 21, 22, and 23). The light red kidney enjeys both a domestic and exXport
market. Domestically, they are used about equally for packaging and canning,
especially with meat products such as chili. For exports, they go mostly fo the Latin
Anerican and Carribean market. The dark red kidney is used solely for capning
purposes domestically and 1s normally packed in its matural juices. The dark red
kidney is also exported primarily to Eurcpe to be used in canning. In dry form, dark
reds give the impression of being ar old light red kidney and are thus not acceptable
to many in the export market. Exports of all red kidney beans average 163,000 cwt. a
year with no apparent increasing or decreasing trend.

Pink Beans

The average U.S. production of the pink bean has been 759,000 cwt. annually and is
increasing by 34,000 cwt. a year (appendix tables 24 and 25). California‘s production
averages over 150,000 cwt. a year, while Washington and Nebraska each produce about
45,800 cwt., Nebraska's production has been declining and will likely cease within the
next few years. Idaho produces in excess of 500,000 cwt. & vear, or two-thirds of the
total (fig. 8), and production has been growing by over 28,000 cwt. a year.
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Figure 7

Total U.S. Production of Red Kidney Beans, by State, 1967-78

Million cwt.

18
16
14
12

10
8

1967 1969

Figure 8

7=

6 N Michigan

To

1971 1873 1975

8. Idaho
Other. ﬂ\\\\\\\\\\\\\\\\\\\\:‘\\\\\\\\\\\\w‘f \\

N

1977

Tota!l U.S. Production of Pink Beans, by Siate, 1967-78

1,000 cwt.

1,200

1,000

800

600

400

200

0

1967

T

S
>

1969

A\
N

-

~

i

_

1971 1973 1975

.

©

4

1977




ST Lo e T e AT

2 A

B
VT T iy A PR hreny s SRy
Eir

AT TG T T T e Sy T

Pink beans are primarily confined to the dome: ic market though Puerto Rico is a
good customer, as well as Brazil on occasion. Pipks are used for both packaging and
canning, especially with meat products.

Small Red Eeans

About equal amounta of small red beans are produced in Washington and Idahe. U.S,
production has been rather stable at just under 400,000 cwt. a year (fig. 9){appendix
tables 26 and 27). ©Sr=1l reds are usSed for both packaging and canning, especially in

chili. There 1s a small amount exported, primarily to Latin American countries and
Iran.

Small White Beans

Small white bean production averages over 360,000 cwt. a year (f£ig. 10).
California produces the greatest share, with an average of 320,000 cwt. or 87 percent,
though preduction has been declining at an average of 21,590 cwt. a year (appendix
tables 28, 29, and 30). Washington, on the other hand, has been increasing amall
white production by about 5,000 ¢wt., yezziy. Total U.S. production of small whites
was only 180,000 cwt. in 1978 (fig. 19).

Small whites are used in camning and are often substituted for navy beans,
especially when price differentiale provide the incentive, Because small whites are
produced in the arid West, they have both a lower moisture content and a built-in
transportation advantage for western camners over the Michigan-produced navy bean,
Small whites are preferred by canners of baked beans because they stand up to the
brick oven process and are chewier than navies.

Small whites are also exported in small quantities, averaging 67,800 cwt. & year.
These exports are very erratic from yeuor to year, as portrayed by a high coefficient

of varjarion, Small whites are exported to Europe, Japan, and Talwan.

Black Beans

The black turtle soup bean is the only black bean produced in the United States.
U.S, average production has been only 200,000 cwt. a year, and 1s declining steadily
by 17,000 cwt. a year (fig. 11){appendix tables 31, 32, and 33). New York was the
only producing area until 1973 when Michigan began production, averaging 58,000 cwt.
annually. New York's production has been declining by 24,000 cwt. a year, producing
only 75,000 cwt. in 1978.

Over 90 percent of black beans are produced primarilly for export. Exports have
been declining at the same rate as the production decline, or 17,000 cwt. a year. The
primary markets are the Carribean area. Domestically, black beans are primarily sold
packaged but sowe are canned as black bean soups.

Pulses Produced in Only Ome State

Five clazses of pulses are produced 1In only one State In the United States
(appendix tables 34 and 35)., California is the sole State producing large lima beans,
baby lima beans, blackeyes, and garbanzo beans (fig. 12) (appendix tables 36 and 37).
Michigan produces the cranberry bean (fig, 13),.




Figure 9

Tota! U.S. Production of Smalil Red Beans, by State, 1867-78
1,000 cwt.
600

Total U.S
500 / -

Other
400

300{"

Washington
200

100

1%67 1869
Figure 10
Total U.S. Production of Small White Beans, by State,1967-78
1,000 cwt.
700

Total U.S.
600

500

Washington

1967 1969 1971 1973 1975 1977

400 ]




.S Production of t

Biack Tu

{ T
e 1,000 ¢
b 400
> 300 MK
o . \
L 200 N
; 100 N New York \
d
f{ 0 \\ A A \\ D
i 1967 1969 1971 1
% , r Produced Only in
! 1,0
24

6
Edible Beans

b

0

= 80
- 400
S
0
19




Figure 13

Dry Edible Beans Produced Only in Michigan, by Clses, 1967-78
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Average production of the large lima bean has been about 575,000 cwt. a year,
declining at a yearly rate of 27,800 cwt. Exports have traditionally been about 1)
percent of the crop (59,000 cwt.} but have been declining at a rate of 11,000 cwt. a
year,

Baby lima bean production has been rather stable at 434,000 cwt, a year., Exporte
account for about a third of the production or 147,000 cwt., but are highly variable
between yesrs.

Domestically, lima beans, both large and baby, are scld mainly in dry form,
although some are canned in their natural juices. Limas are exported primarily to
Japan. 2/

Blackeye production has been rather atable with an average production of 690,000
cwt., Blackeyes are sold both packaged dry and canned in their owm juices. Separate
export figurea for bleckeyes were first recorded in 1977, when over 94,000 cwt. were
exported.,

Garbanzo production has been averaging about 80,000 cwt. & year. Becauae the
United Statea does not produce sufficient quantitles, the Nation imports garbanzes,
mainly from Mexico.

Cranberry bean production in Michigan averages 211,000 cwt. yearly. Production
has been trending upward at a rate of about 18,000 cwt. a year., Cranberries are sold
domestically in packaged form with some exportse to Europe.

2/ Most pulses shipped to Japan are low value sp/its and culls, since they are
processed into pastea, Export statiaties do mot account for this qualiry difference.
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ORGANIZATIOR OF PULSE MARKETING

Urganization of the U.S. pulse warketing system has changed considerably since
World War I1. These changes were brought about tc a large extent by the improved
technologies of farming, transpertation, aand commmication, and the changing demanda
of the marketplace. Some of the trends which have evolved, especially the vertical
integration of firms' marketing functions, have important implications for the future
organization of the pulese industry.

The last published research on the U.S, pulse industry was a description of the
marketing asystem in 1949. 3/ Today's industry bears little resemblance to that of 30
years ago.

Marketing System: An Overview

Producers deliver their pulses to an elevator (processor) to be cleaned,
processed, and stored (fig, 14). Except for the emall amount marketed under contract,
the producer retains title until time to sell, Procesaors invariably perform a
marketing function by either purchasing on their own account (hence the term dealer),
or acting as a broker for the producer.

The pulses can flow to any number of different types of firms from the
dealer/processcr. They may be sold to a trader, an exporter, a canner, or a packager,
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3/ Marketing Dry Edible Beans and Peas. U.S. Department of Agriculture, Technical
Bulletin No., 1944, June 1951.

Figure 14
Marketing System of Dry Pulses
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Some packagers cwn elevators and also act as traders. However, most packagers,
cannerw, traders, and exporters depend on a spot market for commodity aupply. Traders
are distinguished from oxporters because the former will sell in any advantageous
market, The exporters limit their efforts strictly to the export market, Most often,
tradara and exportera take title to the pulses and carry running or speculative
inventories. Brokers are included under traders aa they often take title cven though
the majority of the budiness is conducted on a brokerage basla, Traders will alaa, an
occasion, act as a broker and offset sales,

Packegers and canners now service the domestic consumer market. Traders and
exportera are the predominant forces in the foreign market.

Final Markets

There are two distinct final markets for dry pulses produced in the United States:
domestic and foveign. Less than 10 percent of total U.S. pulae production was
exported in 1949, compared to over 30 percent by the late seventies, Changes in the
relative shares of the two final markets and the demaiids of the institutioms
representing the final markets have induced changas in the marketing system for
puleea,

The evolutlon of the retail food industry in the United States has been toward
large self-gervice grocery stores which ure either part of a chain procuring ita own
gupplies or independents relying on cooperative wholesale arrangements, The trend for
the chains has been toward private labeling of products while independents use control
labels, The difference between these two types of labeling is little more than a
matter of semantics. These labeling trends do not, however, preclude placing
competing brands on grocery shelves in order to give greater customer choice.
Practically all pulses sold in dry form at the retail grocer level today are in
packages of 1 and 2 pounds. In 1949, more than half of all pulses sold in dry form at
this level were out of bulk bins or 100-pound bags. During that time, a greater
proportion of dry peas and lentils were sold in consumer packages. During the emerging
consumer package era, the retail/wholesale grocer had to assemble supplies from any
number of auppliera. Supplies included both 100-pound bags and consumer packed
puleeas, A good portion of the packaging was done at the elevatar level, thus
requiring the grocer to assemble the numerous clasmes from different sources. In aome
inetancea; the wholesale grocera packaged pulses themselves.

AL ER D el BT g Tl e e 1 a2
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Taday, the retail/wholesale grocer demands a full line of consumer packaged
pulsea, Thia 1s true for both private and control labeling and the packagers' own
brand, since it 1e too inefficient for grocers to purchase piecemeal. Only in rare
instances do wholesalers package themselves,

Even though more pulses are sold in dry form, canned pulgres are certainly an
important market segment. The canned products have traditionally included beans in
somate sauce (navies), and beans packed in their own juilces. In the past 10 yearg or
s0, canned beans with meat sauces (such as chill) have grown in popularity. Many
cannera supply the retall/wholesale grocer a full line of canned products, However,
canned pulses make up only a small portion of a canner's product line. In 1849,
canned pulses accounted far leams than a fourth of canners' business volume. The share
of pulses used in cauning has not incregsed in the past 30 yvears.

Per capita consumption of pulses in the United States has been rather mstable at
about 7 pounds a year during the past 30 years. Increased pulse consumption in the
domeatic market appears largely dependent on population growth. With the U,S, birth
rate near zero, the population growth, though less than 1 percent per year through
2000, will come from net immigration. However, a larpge share of legal immigrante
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arsa lower incoma &nd will consume more Pulses than average, as will low-income
illegal aliens who do not show up in official numberas. It does not appear, however,
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that the domestic market for pulses will expand appreciably in the near future.

Pail

The marker for pulses has grown in the foreign or export sector, The quantity of
pulses exported has incressed by nearly 300 percent from 1945, What has evolved from
this growth are new market participants and existing onas expanding their market
horisonas, Two types of firms--traders and exporters-~operatd in the foreign markets.
Exporters, by definition, are concerned entirely with the foreign market and funnal
their resources in that direction., Traders desl in opportune markets even though the
majority of their business may be in exports,

Both types of firms perform similar export functions., Market information and
contact is maintained via agents and in some instances is supplemented by forelgn
sales offices. The apectrum of the pulse classea offered ranges from a full line of
pulses to ouly one or two classes. The trader/exporter normally operates in a
snacific geographic area and thus specializes in g certain pulse class. Not all
traders deal in the foreign market, as they have neither the capital ner the expertise
to assimilate uarket informeiion and prepare the documents unique to international
transactions,

Dealer/Processor

The dealer/processor is the first level in the flow of pulses through the
marketing system. As previcusly mentioned, processing and marketing are performed at
this level, More proprietary firms and cooperatives operate at this level than at auy
other within the aystem.

The actual processing of pulses includes whatever it takes to prepare field-run
pulses for market, Cleaning 1s an essential stage in all producing areas and is
normally accompanied by picking and destoning, In some areas, notably Michigan, New
York, and the Red River Valley, the pulses must be dried. Usually, dry peas which
snter the mariets as splits are mechanically split, Storage is invariably done at
this level. Pulsea may enter the market in 100-pound bags or bulk, depending on the
facilities of the elevator and those of the buyer. Tariffs normally arve publicly
postad for dealer services, although in some areaa poating of charges ia incomplete,

Numerous practices are used by the proceasor to ensure a full supply of pulaes.
The most prevalent tactics are seed sales and field service. Although there ia no
axplicit contract that producers will deliver their pulses to the elevators who sold
them meed, it is a matter of custom and thus an implied agreement. The notable
sxceptions sre formsl crap contracts in peas and lentils, and the allowance for
payment for ssed st the time the producess sell their ¢rop,

When an area experiences a short supply or has an excess processing capacity, a
“tare war” normslly erupts. Tare is the dockage for foreign matter and/or imperfect
pulses which lowers the yield of field-run pulses to merket quality, Flevators with
high teres will likely lose supply to their competition} hence the term tare war,
Regative tares also axist. Such practices imply that no formal standard for
determining the actual tare of field-run pulses exiats.

The marketing function performed by the dealers is the transaction through which
grovers sall cheir pulses. The dealer will either purchase for hia own account or act
83 & broker, offserring sales. Normal practice is for the grower price to be posted
&t the elevator and be conaistent among an area's elevators. Depending on the
producing ares, this price may reflect deductiona for processing costs (net price), or
not {gross price)., Certain marketing problems alac exiat at thia level for the
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grower. These problema stem from & general lack of market information and market
access,

The U.5. Department of Agriculture through 1¢s Agricultural Marketing Service
publighas weekly grower and FOB dealer pricea for the various claases of pulses in the
major production areaa. This information is nor, however, timely enough for a grower
to have current information about market conditionms. The oaly current market
information is that transmitted via the area's grower price. A saying in the trade is
that the beat way to get the grower to sell is to lower the offer price. To know what
the market ia doing requires continual contact with market participants beyond the
dealer/processor level, Market access haa been a growing concern in dsome asrzas, Once
a grower's pulses are deliveved to the elevator, it is all but impossible to sell thenm
te or through anyone else. ﬁj The disincentives are either extremely high processing
charges in areas where tariffs are not posted or inability to process the grower's
pulses on a timely basis. Because of this restriction on physical flow, the dealers
are able to effectively go Yoff the market” at times and atill retain the growers'
pulses for later transactions. From the standpoint of the market beyond this first
dealer level, there is always a price (market} for pulses.

Dealer/processors buy pulses for their own account and normally carry inventories.
It is because dealers will sell thedr inventorles fov gain first in rising markets or
protect their position in falling markets that they go off the local market. There
have even been instances when all of an area's dealers went off the market
simultanecusly.

Coocperatives operate in nearly all pulse producing areas and act primarily as a
dealer/processor, although their shave of an area's market is quite varied.
Cooperatives in Michigan handle a third ¢f that market and the Southwest Colorado
cooperatives a 80-percent share of the pintos produced there. Cooperatives in
Californis have in excess of 50 percent of the large and baby limas, cver 40 percent
of the garbanzos, and about a fourth of the blackeyea., In contrast, Hebraska has no
cooperatives of any significance, Northeast Colorado cooperatives have leas than 15
percent of the pintos, and Idahc cooperatives have an 1B-percent share of great
northerna, 12 percent in both pintos and pinks, ¢ percent in amall reds, and almost
none in kidneys. Except for the California Bean Growers Association, all the
cooperativesa own thelr own elevators and thus dirvectly compete with the area's
preprietary dealer/procesaors.

Intermediate Markets

It is a misnomer to speak of an intermediate market for pulses. There are no
physical markets in which transactions take place nor any organized futures markets.
Between the elevators and the precurers for the final markets are numerous pathe which
the pulses can take. What makes this level in the marketing system a market 1s the
interdependence of the participants.

Official USDA grades for each class of pulse produced domesticslly are used by the
industry as® much as posvible, However, due to the variable quality of pulses between
years and rigidity of the officlal grades, 1t is often necessary to use unofficial
industry grades. Due to weather conditions, pulges may not officially grade up to
USDA standard but are the beat produced in that aeason and are atill of good cooking
quality. The official USDA grades are not flexible enough for this reason.

4/ The exception would be California where warehousing practices of identity
praserved allews for free movement of growera' pulees.
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Since standardized grades--both official USDA and unofficial industries--are used,
phyaical inspectict is pot requived for a transaction to take place. Sale of a
subatandard pulse ae a iiigher grade is unusual., The industry is very efficient in
policing such breaches of confidence via tacit market ostracism.

The mode of commnication for market information and transactions is the teliephone
and telex. This allows @ firm on the Emat Coast, for example, to buy in the Pacific
Northwest for a European customez. Shopping around is a continual process.

Terms of trade are quite varied, Quantity, date of delivery, and payment terme
vary from one transaction to the next. Quantity can vange from a hundred to several
thouaand cwt,, either in bags or rail hopper cars. Dste of delivery can be immediate,
any number of days in the future, or indefinitec where the purchaser takes ticle via a
negotiable warehouse receipt and leaves the pulses in storage. Payuent terms also
vary, depending on the situation and credit considerations.

The exporters and canners procure their pulse supplies in a similar fashion they
are not vertically integrated in the marketing system and depend on & competitive spot
rarket for supplies. These firms are also the major issuers of whatever marketing
contracts are avallable. They purchase for their own account and d¢ not attempt
further tradé in the intermediate market.

Canners are most important in navy beans. Ninety percent of the navies destined
for the domentic market are taken by canners, yet in other classes of pulaes they are
a relatively miuor outlet.

Packagers purahase the most pulses in the domestic market. There are two types of
packagers~-those \those sales are primarily pulses and thoase who have diversified into
other products. 1In the first category are firms selling dry pulses and perhaps sugar,
rice, or some other aimilar commwdity. The great majority of these firms market on &
regional basis. They provide private labeling as well as their own brands,

LT ey I

The second catezory of packagers are those who are diveraified. Bealdes selling
dry pulses, rice, and sugar, they alsc sell aspicen, 4luminum foil, plastic bag
products, charcoal and charcual lighter, and paper products, thus marketing a broader
product mix. Also, diversification in at least one instance is derived Erom a
packager being a subsidiary of a large nonagriculture public corporation. For the
moat part, these firms do private iabeling, but alsc carry their own brand.
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Packagers evolved out of the post World War II era from firms who were
agricultural commodity suppliers to wholesale grocers, elevators and dealers who
extended into packaging, and wholesale giocers who packaged for themselves. The
great majority of the packagers are regional, with only three truly national
packagers. The national packagers, who are diversified, have a disproportionately
large share of the market.

National packagers have moved toward vertical integration. They own elevators in
& number of pulse-producing areas and thus procure at least a portion of their
supplies from the producers. Their vertical linkages also allow them to act as
traders, They sell in the intermediate spot market and also directly into the foreign
market. The growth of these national, vertically integrated packagers comes from the
effective internalization of pricing points between the packager-trader-
dealer/processor-producer levels and from diveraification, which gives these packagers
a competitive edge in servicing the final markets.

Traders, as used here, take on many forms aud perform many functiona. Traders may

own elevators in various pulse producing areas, procure for their own account and sell
in any opportune market, or perform a brokerage function. Traders who own numercus
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alevators (quasi~dealers) procure numercus pulse classes but tend to opexate almost
entirely within the domestic market. The true traders, who sell in any opportune
market, sall all the various classes of pulses and have a large share of the export
buainess. Brokers act to offeet sales.

Market Risks

There are inherenz risks at all levels of the marketing system for pulses. Taking
an inventory position implies risking a price decline. Packagers, canners, tradera,
exporters, dealers, and growers are all faced with such risks. However, there are
different degrees of risk aasociated with the various market levels.

Canners’ risks are probably the lowest of all, First, canned pulses comprise a
small portion of thelr business. The value of the pulses in the canned product is
relatively low with respect to the total value of the canmed product, It 1s not
iikely that canners would get into heavily exposed positions in terms of pulses.

Packagers' risk is diminished by a diversified, full line of pulse products, and
for some, other typer of diversification., It is unlikely that a packager's positions
in the various classes will all go against him at one time. Alsc in the short rum, ’
some of the losses can be passed on to the consumer due to the rather rigid shortrun
packager-grocer supply arrangements. Pulses are a rather minor item in most food
purchages; thus it would take a substantial price increase in pulses to cover the cost
of searching for lower prices. Obviously, those packagers vwho are diversified iato
cther areas have a lower total firm risk.

Exporter, trader, and dealer/processor risks are greater than those of canmners or
packagers. The greatest risk lies in prices going against one's position. Exporters
and traders tend to deal in a number of different pulse classes which does negate some
risk. The dealers, however, normally take positions in the limited number of classes
produced in their zrea. Dealers also face the risks of low production years in which
their plants operate at less than capacity. Brokers without pesitions have the lowest
riske. Exporters and traders who export assume the additional risks inherent to
international transactions, Te all these “ntermedlaries, timely market information
carrles a premium as it lowers the firm's risk; one can get in or out of a position
before the information is indusurywide.

Production risks stem from unavoidable natural phenomena such as weather, disease,
and insects. Certainly some of these risks have been lowered by improved cultural
practices and technology. Growers are also able to minimize some of the production
riskas by producing more than one crop.

Marketing riske are the most pervasive for growers, based on thelr often stubborn
insisterze as to the best time to sell, Except in California and the pea and lentil
area, cooperatives act only as buy-gsell organizations similar to the
dealer/processors. Growers do not have sufficient market information to lower the
risks of marketing because they are not privy to complete market information. There
is not enough information in week old market quotes or current local offer prices to
continually make sound marketing decisions.

Industry Trends

The gize of the average pulse farm and firm, and the degree of industry
speclalization have increased during the past 30 years. The number of pulse growers
has declined concurrently with the number of market alternatives. At the packaging
level, the number of firms has declined and concentration has increased. The growth
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in farm/firm size and increased firm concentration can be associated to a large extent
with technicel change. There are marketing economies to larger firms in transporta-
tion, marke: information, and merchandising.

LT

As in most other agricultural industries, the number of firms formerly not
involved in rhe pulse industry has increased. Conglomerate investment has been
significant at the distribution level but as of yet does not predeminate. Product
differentiscion in the domestic final market has changed. Pulues are acld ae
undifferen iated commodities up through the intermediate levels. At the packaging and
canning lovel, however, there has been an increase in product differentiation.
Certainly; the development of branded pulses requires tloser coordinatior among the
various levels of the pulse marketing system than do nonbranded pulses,
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Vertical integration within the pulse marketing system Is a rather nmew and growing
phencmenon. It is both forward {dealers/processors becoming packagers) and backward
{packagers procuring directly from the growers). Some of these vertically integrated
firms also act as traders selling in the intermediate and foreign markets. Thelr
ability to internalize pricing points gives them a longrun competitive edge over
others in the marker.
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As the retail grecery trade becomes more concentrated, it allows these vertically
integrated, national packagers an edge over the smaller regional packagers. It also
meaus that they do not have to depend entirely on spot market transactions for pulse
supplies, which txanslates into a cempetitive advantace.

The influence of vertically integrated firms in the intermediate market is
expected to expand. These firms' ability to procure at least a portion of their
supplies directly from the producers dries up a portien of the packager-intermediaries
spot market. Exporters and traders who export depend on the spot market for thedir
supplies, but because the vertically integrated firm can bypass this spot market, they
have the competitive edge of going directly to the foreign buyer.
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If these trends persist, the orgamization of the pulse marketing system will be
strikingly different in the future., An industry where there are very few or no spot
markets berween the growers and the firms selling into the final markets is possible.

In the interim, domestic packaging is expected to become more concentrated. More
firms will vertically integrate back to the grower level, and these firms will become
more dctive in direct exports. Thus, a few firms will be linked from the domestic
packaged market and foreign market back to the grower, that is, packagers/exporters.,

The pressure on the intermediate firms by the packagers/exporters will require
them to move backward to capture supply at the grower level. This will agcentuate the
demise of the spot markets., From this, the remaining dealer/processors will find
their market positions eroding.

The canners are not expected to integrate backward, mostly because pulses comprise
only a smell fraction of their business. Thus, those areas which cater to this
industry, notably Michigan, should not witness great pressures from the vertically
integrated firms., Thisr spot market should remain the same as long as the canning
industry dces not become appreciably wore concentrated.

In summary, the future profile of the pulse marketing system should have a smaller
number of market participants. TFimms will be integrated from the grower to the
domestic package market and foreign markets {the packager/exporter). Fewer
intermediate firms will be integrated back to the grower level and operate primarily
in the foreign markets. The spot markets for most pulses will be very thin {that is,
fewer tramsactions). The notable exception to the changes is the canners and the
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specialized areas they service, In markets where vertical integraticn is predominant
there is increasing price volatility and pgreater potential for price distortion or
manipulation in the residual spot market. Pulse producers will find their market
positions eroded by limited market access. Price and market information will be
distorted and thus unreliable for sound production and marketing decisions. The
producers can only lose in an envircnment of less competition,
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POTENTTAL ROLE OF CQCPERATIVES

Cooperatives are active as dealer/processors in nearly all pulse-producing areas.
Their share of marketing activity at the handler level varies from near zero to over
50 percent, depending en the pulse class aud area.

In 1875-76, 47 cooperatives acted as first handlers of pulses, with sales of
$78,825,110. Forty=-four of these were local cooperative elevators, two of which were
centralized with several elevators and one which was centralized with nc elevator
facilities (table 3). Only 3 of these cooperatives solely marketed pulses, with 41
marketing grain and 3 marketiang fruits and vegetables. (ooperatives marketing grain
derived only 20 percent of their sales from pulses, while those marketing fruits and
vegetables derived 48 percent,

Two of the centralized cooperatives acted as dealers in marketing their producers"'
pulses, There were also four federated marketing agencies in common who acted to
market for loccal cooperatives. 5/ The combined sales volume derived from pulses for
these cooperatives was $73,947,851. Adjusting these figures for intercooperative
transfers, this sales volume translates into a 7l-percent share of the first handler
cooperatives volume. Thus, over two-thirds of cooperative-originated pulses were
marketed by six cooperatives.

ot e i ST

A common practice among ¢ speratives is for growers to retain title to their
pulses until they decide to sell, The cooperative provides the processing service and
finds a market for the grower's crop either directly or often through a marketing
agent. Most cooperatives are not zllowed to take long or short positions; thus, they
are constrained to act as brokers on the majority of their transactions. Crowers'
pulses are market pooled in California and the Horthwest pea and lentil area, but
otherwige this is not a normal practice. Another possibiliity is marketing agreements
between cooperatives and their growers which require growers to sell ar least a
proportion of their crop within specified time spans.

b AT A B L
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If the pulse cooperatives continue with their curreunt organization and marketing
arraugements, they will likely see their market positions eroded. The pulse industry
is changing. Cooperatives have to be aware of the industry trends. Toe often,
cooperatives do mot accura: 'ly perceive their real competitors; many identify only the
obvious competition at the local level. However, the real competition are the firms
who lead the industry and force change at advanced levels of the marketing system.

.t e s

Cooperatives will need to organize along lines which will allow them to
countervail the trend in market power. This does not necessarily mean that
cooperatives have to be blueprint coples of the packager/exporter for success, Strong
cooperative organizations can actually negate the vertical integration force by
allowing open spot markets to persist. It may be, however, that cooperatives will
have to integrate along the lines of the packager/exporter and compere with them in
final markets if they are to be most effective in the marketplace.

53/ A marketing agency in common is a federation of local cooperatives which joln
together to market thelr julses.
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There are several steps in the process for cooperatives to countervail the changes
in market power in the pulse industry. Each succeading step should allow the
cooneratives a stronger position in the marketplace. These eteps are strengthening of
present structure, Increased use of pooling, merging of cooperatives into a federated
marketing agency in common, and full integration into a federated or centralized
packager/canner/exporter.

Strengthening of Present Structure

An obvicus alternative for pulse marketing cooperatives is for them to maintain
and strengthen their pr:sent structure. This cooperative structure has provided a
useful service to the marketplace and to pulse producers. The very exlstence of
cooperatives implies that they are performing useful functions in the marketplace.
That is, cooperatives would not necessarily exist if the proprietary firms were truly
competitive. If this were the case, then one would expect that in areas where
cooperatives have a substantial piece of the area's pulse supply, the area's dealers
would be more competitive for the producers’ pulses than in areas where there is
little or no cooperative activity.

Dealer/proceasors perform the two functions of processing and marketing. The
dealer's costs of handling, processing, and storing are rather fixed over time. These
costs may increase along with the rate of inflatiom, but due to large initial capital
outlay and its rather fixed payback, the increase would be mno gresier than inflationm,
Likewise, the marketing function's costs depend on what it costs to sell the pulses,
higher in low preduction years and lower in high produetion years. Both procaasing .
and marketing costs would include 2 normal rate of return on the owner's equity.

A measure of market efficiency would consider how closely the grower price moved

with the FOB dealer price. Consider the following relationship between the growera'
and FOB dealer prices.

1) Grower price = (beta x FOB dealer) - Costs

The costs are actual costs incurred by the dealer in performing the processing and
marketing functions. Costs would be zerc in areas where growers receive a gross
price. Beta is interpreted as the change in grower price with a $1 per ewt. change in
FOE dealer price. Irrespective of whether the growers' price reflects proceseing and
marketing costs or not, the fewer the market imperfections, the closer the value of
beta is to one, a one-to-one relationship.

In order to examine the hypothesis that cooperatives diminish an area's market
imperfactions and thus improve the competitive environment, two pieces of information
are correlated, beta and covperative's market share (table 4). USDA's Bean Market
News weekly quotations for grower and FOB dealer prices for the 1976-77 and 1977-78
Crop years were used to estimate the betas. The betas estimated were for Nebraska
pintos and great northerns; Northeast Colorado pintos; Idaho pintos; great northerns,
small reds, and pinks; and California large limas, baby limas, blackeyes, red kidneys,
and pinks. Data used to estimate market shares for the twe, four, and six largest

proprietary dealers/processors and cooperatives were obtained from each respective
State's crop and livestock reporting service.

The high correlatian between the cooperatives' market sharé and the beta means
that as that share increases, so does the beta, and the greater the market share of
the two, four, and six largest proprietary firms, the lower the beta. Also, the
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Table 3--Volume of pulses and other agricultural products handled by lpcal and
centralized firat handler cooperatives, 1975-76

: Number of Volume
Product ., cooparatives

handling N vulses N Other

: Percentage of
all.pulses

1.000 dol1ar3

Fruits and :
vegetables : 1,775 1,936

Grain : 54,326 212,961
Pulses : 3 22,724 0

Total : 47 76,825 214,897 27

»
H

Source: BSeaatistics of Faxrmer Cooperatiues 1975-76, Farmer Cooperative Research Rpt.
No. 3, U.S. Department of Agriculture, March 1979.

Table 4--Correlation coefficients, market shares, and price movements 1/

: : ; Proprietary firms
: ¢ Cooperative : P Y

; : market :
: share : Two

Six
largest

Four
largest °  largest

3
-
-
-
-

»

Beta ; 0.653 =0.347 =0.391 -0.39

-

Cooperative market:
sh:re : 1,000 -.684 -.724 -,759

Froprietary
firms:
Two largest
Four largest

Six largest

1/ All correlation coefficients are significant at the 10-percent level.
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greater the cooperative market share, the lower the larger proprietary firms' market
share. The following equation was estimated from this data: §/

Beta = .824 + .003 x (cooperative markeE share)
(. 00063} R® = .43

Although the variaticn in cooperative market share among classes and areas only

explains 43 percent of the variation in the betas, the coefficient ,003 is highly
significant.

This analysis suggests that as the cooperativer' market presence strengthens in an
area at the expense of large proprietary firms, all producers recelive, on average, a
batter price for their pulses, In pulse-producing areas where cooperatives are not
operational, producers can expect to receive as little as 82 cents a cwt. per dollar
increase in the FOB dealer price. Om the other hand, a cooperative market share of 50
percent appears to be sufficient to allow the producers to receive the full dollar
increase in the FOB dealer price, a one-to-one relationship. Certainly a first step
for cooperatives to obtain equality in the marketplace is to strengthen their present
position. The mest gain to be made is in those pulse-producing areas where thera is
little or no cooperative activity, such as nertheastern Colorado and weatern Nebraska.

Feoling

Exlsting cooperatives must adopt an alternative marketing strategy to strengthen
their marketing positions. Growers' pulses can best be marketed through a cooperative
pocling arrangement which allows for both a reduction in marketing risks and
potentially higher prices for the grower. The cooperative takes on the riske
asgociated with the dealer level. As pointed out earlier, this risk is less than the
gum of the individual risk of the grower members and relatively less than any one
grower's. This risk reduction is the result of information flow to which growers do
not have access, The cooperative acts as a dealer in the intermediate market,

Because of the continual contact with the market, this allows more complete and timely
market Information. The result is a basis for more solid marketing decisions.

Returns to the growers are expected to increase in a pooling marketing system due
to improved market information., Having a source of supply, or an Inventory or long
cash position, gives marketers the ability to take advantage of any new opportunity
that arises, Similarly, there are no pressures to make unsound sales because growers
wish to liquidate their positions.

The cash flow to the growers under a2 porling arrangement can be flexible. OCrowers
can obtain a partial payment for their pulases upon delivery which is bazsed on a
percentage of the golng market price. The grower can also expect to receive progress

payments as the pool is liquidated. Final payments are made when the pool 1s closed
out,

Pooling as a way of doing business has been successful in the few pulse
cooperatives which have tried it. The extensive use of cooperative pooling in rice,

cotton, and processed fruits and vegetables is testimony of its acceptance and success
a8 a sound marketing practice.

Pooling of growers' pulses is an important step for cooperativee in ghoring up
thelr present marketing position.

————

8/ The value in parentheses is the coefficient's standard error,

25

YT S N PN, R W S W LY Yo 1 LRt e




R B T T

AT

R B L e R e S L e P

e T

Merged Marketing Agency in Common

Seven pulse cooperatives can be claesified as marketing agencies in common:
Agway, California Bean Growers, Colorado Potato Growers, Inland Empire Seed, Michigan
Elevator Exchange, Outwest Bean, and Valley Marketing. California Bean Growers and
Inland Ewpire Seed are the only cooperatives operating marketing pools. This form of
cooperative marketing allows a number of elevarors to join together as a larger and
atronger presence in the marketplace. FEconomies of size in marketing are also
attained.

If trends in the pulse industry persist, it will be advantageous for pulse
marketing cooperatives to merge into one strong federated marketing organizatiom. A
single organization acting as a trader for the numerous cooperatives is possible.
This implies that the organization can market a complete line of pulses, just like
their competitors.

The =dvantage of this federated form of cooperative activity is that 1t allows
cooperatives to gain market power and countervail the power of the few vertically
integrated proprietary firms. Acting as a trader of a full line of pulses means that
nevw marketing outlets are more accessible to the cooperatives and longer term
marketing strategies can be developed. This organization would sell in the export

market and to packagers and canners and thus allow the intermediate spot markets to
persint.

Packager/Canner/Exporter

If the ccoperative marketing of pulses is to completely countervail the integrated
packager/exporter, their organization end marketing practices will have to be along
the lines of these competitors.

Certainly the most difficult market to enter in the future will be the domestic

market, in both the packaging and canning segments. No cooperatives presently package
a full line of pulses for the domestic consumer market. An attempt to ~rganize a
federated packaging cooperztive in the fifties failed due to the cogperative's
ipability to merchandise. However, California Bean Growers package limas and
blackeyes under their own label and have a strong brand franchise on the east coast.
This points to a cooperative's ability &2 market branded pulses if given appropriate
resources and member support.

Although it does not appear that canners will integrate back to the grower level,
cooperatives have the potential of moving into this market segment. An existing fruit
and vegetable procecsing cooperative which already cans some pulse items and has a
brand franchise for its label could easily increase cooperatives' share in this market
segment, Tri-Valley Growers, through its acquired S&W brand label and private
labeling contacts, 1s an example of such a cooperative fruit and vegetable processor.

In crder to effectively export pulses, an effort within the abilities of a
cooperative, the organization must develop and acquire the special expertise required
to funetion in this arena. Agents, overseas gales offices, and the like will have to
be established. Cooperatives must also develop the means of acquiring sound and
timely market intelligence and the ability to prepare and understand intermational
transaction documents and the chartering of transportation.
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Other Alternatives

i Cooperatives hlave two other alternatives: bargaining and alignment with grain

% marketing cooperatives.

_? Bargaining is the process in which a single entity represents a number of market

% participants and negotiates the terms of trade with buyers. Because of the nature of
; pulse marketing, it would be extremely difficult to make such longrun arrangements.

On the other hand, bargaining could succeed if the single marketing entity acts as &
trader. The pitfall is that unless the bargeining associlation has its own processing
facilities or is aligned with cooperative elevators, it will be constrained by
inflexibility and delays in shipping pulses. What emerges from such an arrangement is
a marketing agency in common.
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The combined trading of grains and pulses by cooperatives appears to have good
potential. As previously stated, 41 of thie 47 first handler cooperativeg of pulses
alao sold grain in 1975-76. Pulses represeuted only 20 percent of these cooperatives’
marketings.

o T
PRI

Pulses are predominantly grown in rotation with other crops, especially grains,
In the Pacific Northwest, dry peas and lentils are cultivated in rotationm with wheat.
In Michigan, corn and soybeans rotate with pulses. Cooperatives have been able to
handle both pulses and prains due to the similarity in preceseing and storage
requirements of the crops. Pulses can be handled using nearly all the same equipment
as grains.

T i I e TR e e e

The main advantage to parallel development in cooperative marketing activity is
the gain to be made rhrough reduced cost of international transactions. The use of
the same foreign sales offices, personnel, and agents for boeth grains and pulaece is
compatible. Market information and intelligence could bhe obtained more efficiently.
The major cbstacle to such an arrangement is that once the pulses and grains leave the
first handlers, they travel completely different paths. Feed grains are used by those
who feed livestock and poultyy, wheat goes mainly to millers of flour, and soybeans
are used by crushers who sell meal for protein additives in feed and oil to be used by
food manufactures in the production of vegetable oil apnd wargarine.

B BT ) AT STt i L

Another disadvantage is the relatively low volume of pulses marketed in relation
to grains. This also causes & problem with handling and transportation (such as ship
chartering) because of the small quantities transacted per sale. Also, 1t would seem
that the large multinational grain traders would be predominant in pulse trading 1if it
were a viable alternative. These traders are not, however, involved in palses,
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Appendix table l1--Major pulse producing States, farm number, acreage, and average
acres par farm, 1964 and 1974

Farms Acreage Average farm size

A 44 am

-
*
»
H
-
-
[
»

1964 Po1974

: 1964 1974 1966 1974

==c=  Numbar ---- «== 1,000 scres --- mmew  ACYES ———-

Michigan
Idaho
California
Waghington
Colorado

12,631 6,909 591 4713 69
4,044 3,489 256 317 il
1,340 1,416 174 192 136
1,651 1,588 176 245 155
2,318 1,588 167 175 110

Nebraska ‘1,515 1,344 63 100 74

New York 2,736 790 92 40 51

Wyoming 910 431 46 23 53

Montana : 338 166 12 9 54

North Dakota 606 993 30 104

W NE SR MR Ew AR B8 dm ER 4 46 4k Jae

RN b e

ey

91 84 6 8 95
107 0 11 0 0
KX ¥ 931 16 58 62
110 0 4 0 0

44 80 1o

Fansas
Oregon
Hinngsota
New Mexico
ttah

Total 29,678 20,013 1,654 88

LI I Y L e
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Appendix table 2--Dry field and seed beans harvested for beans,
Census of Agriculture ysars, 1939-74

Parms  : Acreage : Production :  Yield Average

acraage

Number 1,000 cwt., Lbs/acre

100, 949 14,200 895
76,551 15,645 824
67,475 19,223 1,080
45,732 17,125 1,177

-
-
»
H
"
»
.
+*
»
.
H
»
-

E

B

4

i
“.
H
Te
K
3
g

34,628 19,087 1,350
27,131 17,657 1,313
18,787 17,131 1,318
18,063 18,316 1,356
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Appendix table 3--Navy bean production and exporta, mean, variability,
and trend, 1967-78

Standerd
deviation

° Coefficient of

Origin f varistion

Trend 2/

e Jon we s

1,000 cwe.

Production:
United States
Michigan
Hinnesota
North Dakots 1/

S,498
5,319
193
118

LTI T N TREY Y R T T

Exports:

United States 1,270

NA = not applicable,
1/ Production from 1974,
2/ All applicable trends are significant st a 95-percent confidence level.

Appendix table 4--Total U.S. production of ravy {pea) beans, by State, 1967-78

D R T T PR T e e e

Michigan Minnssota ° North Dakota Total

[
+

Yaar

.
.
-
u
-
+

1,000 cwt,

.
H

FTim i g e

5,589
7,169
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Appludiz table 5--Totsl U.8. production snd exports of navy beans, 1967-77

Production : Share

Year

Pearcant

18
2%
26
0
14
29

1967
1968
1969
1970
1971
1972

1973
1974
1973
1976
19n

aw #m s BB RO wE AR SR H4 B B0 wE b w4 a4 vy Jev e

Appendix table §--Pinto bsan production and exports, mean, variability,
and tremd, 1967-78

Standard Coefficient of

Origin deviaticn variation

Trand 1/

1,000 cwt,

Production:
United Statas
Colorado
Idaho
Worth Dakota

Nebraska
Wysaing
Minnasota
VWashington

Yansas
Montana
Michigan
Utsh

Exports:;
United States

n

W A R PR B R RS R TR KRB R B Ee P mg #F AR BE FE MR me Mk ]eT sa wa

NA = not applica’le.
1/ All applicchle trands are significant at a 95-psrcent confidence level.




Appendix table 7--Total U.8. production of pinto beans, dy State, 1967-78

, North @ ! Other
Calov¥ado : Idaho Dekot: t Nebraska wyutn;: 1/

H
1,000 ewt.

1,834 770 204 298 471 486
2,041 832 266 420 322 56
1,908 796 % 463 m 680
1,9% 984 a9 352 418 1,043

Yaar

i au Jun an me

1567
1568
1369
1570

1971
1972
1973
1974

1,820 960 399 549 378 736
1,648 1,096 918 $78 428 942
1,537 706 985 431 268 733
1,555 868 594 622 361 776

14975
1976
1977
1978

1,798 1,170 1,117 804 s 1,089
1,663 1,177 1,043 &63 3%0 a4
1,243 85 44 597 316 632
1,326 1,138 966 &32 363 ass

4% #8 g8 aa WE A4 48 44 EF a4y EE BH e sa 44

1/ Minnesots, Washington, Kansce, Michigan, Montana, and Utsh.
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Appendix table 3--Totsl U.S. production and axports of pinto beans, 1967-77

Yaar Production K Shars

Parcent

, .

4
12

8

L3
10
17
X8

i0
13
10

=
L
»
-
-
L1
.
.
.
.
E
-
»
.
H
.
-
-
.
.
H
-
H
-
1
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-
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=
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H
-
H
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Appendix table S--Lresn pea production and export, mean, variability, and trend, 1967-78

Standard Cosfficiant of

Origin deviation f variaticn

Muan Trand 1/

1,000 cwt.

Production:
United States
Washington
Idaho

2,125
1,141
975

Exports:

United Stakes 1,098

S WE A% HE EE ke am 38 av as ap [4a 28 e

NA = not applicable.
1/ All applicabls trends are aignificant at a 95-percent confidence level,
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Appendix table 10--Total U.S. production of dry green peas, by State, 1967-78

Year Yashington Idaho Oregon Total

b g = AT T ek T & WA

1,000 cwt.

=
]
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i
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Appendix table.ll--Total U.S. production and exports of dry green peas, 1967-77

Year Production : Exports : Share

Percent

B A8 My e e B me BB s £5 B4 E=F WA ¥R 24 wm o u

Appendix table 12-~Yellow pea production and exports, mean, variability,
and trenda, 1967-78

Stapndard ' Coefficient of
deviation ° variation

Crigin H

1,000 cwt.

Production:
United States : 198
Washington H 227
Iduho &4

Exports: :
United States : 96

NA = not applicable.
1/ A1l applicable trends are significant at a 95-percent confidence level.




Appendix table 13~-Total U.S. production of dry yellow peas, by State, 1967-78

¢ i g 05

Year *  Washington : Idaho : Other 1/ : Total

e

1,000 cut.
1967 : 393
1968 : 359
1969 . 527
1970 : 391

st s g R Ao

1971 : 384
1972 : 338
1973 : 294
1974 t 499

1975 : 399
1976 : 288
1977 : 153
1978 : 586

T R e T e

1/ Oregon, Minnesota, and North Dakota.

STt

Appendix table l4--Total U.5. production and exports of dry yellow peas, 1967-77

Year

{
;
B
b
5

f Production f Exports f Share

1,000 cwt, Percent

e

52
60
43
55

71
80
64
57

Bl
61
78




Appendix table 15--Lentil production and exports, mean, variability, and
trend, 1967-78

ML e TR AN

Standard f Coefficient of f
deviation variation Trend 1/

1,000 cwt.

Froduction:
United States
Washington
Tdahe

Exports:
United States

NA = not applicable.
1/ All applicable trends are significant at a 95-percent confidence level,

Appendix table {6--Total U.S. production of lentils, by State, 1967-78

Year f Washington i Idaho f Total

1,000 cwt.

178
166
193
218

240
216
192
213

300
248

el
396
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Appendix table 17--Production and exports of lentils, 1967-77

Year : Production : Exports ! Share

Percent

1967 84
1968 : 69
1969 : 79
1970 : 81

ki D SRR Ly

1971 : 78
1972 : 79
1973 : 53
1974 : 90

1975 : 71
1976 : 73
1977 : 63
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Appendix table 18--Great northern bean production and exports, mean,
varilability, and trend, 1967-78

Standard f Coefficient of f

deviation . varilation Trend 1/

Origin : Mean

1,000 cwt.

Production:
United States
Hebraska
Idaho
Wyoming
Montana
North Dakota

Exports:
United States

NA = not applicable.
1/ A1l applicable trends are significant at a 95-percent confidence level.
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Appendix table 19--Total U.S. production of great northern beans, by State, 1967-78

Year f Kebragka

Idaho " oOthers 1/ Total

-
H
-
+

1,000 cwt.

S N it e e e S L S

1967 978
1968 : 1,020
1969 : 1,239
1970 : 996

P, AL 3T IR S T RS TR

LN T A T A

1971 : 1,079
1972 : 1,092
1973 : 1,147
1974 : 1,460

A Bt B i T s i P

Lo

1575 : 1,056
1976 : 1,275
1977 : 975
1978 : 1,280

P

1/ Wyoming, Montana, and North Dakota.

Appendix table 20--Total U.S. production and exports of great
northern beans, 1967-77

Production f Exports f Share

1,000 cwt. Percent
19
24
31
24

41
47
33
39

23
52
56
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Appendix table 21--Red kidney bean production and exports, mean, variabiiity,
and trend, 1967-78

PR

Standard f Coefficient of f
deviation | variation

-

Origin Trend 1/

S T

e fex e we

1,000 cwt.

Production:
United States
California
Michigan
New York
Idaho

L L T L L L L L]

Exports:
United States

NA =_not applicable,
1/ All applicable trends are gignificant at a 95-percent confidence level,

Appendix table 22--Total U.S5. production of red kidney beans, by State, 1967-78

- . " -
- - - H

Year : California : Michigan : New York : 1Idaho : Other 1/ : Total

- -
r =

1967 : 212 263
1968 : 306 300
1969 435 435
1970 : 363 456

1971 : 377 242
1972 : 366 271
1973 H 431 285
1974 : 663 295

1975 : 596 318
1976 : 671 282
1977 643 230
1978 : 98¢ 361

1/ Minnesota, Illinois, and Indiana.




Appendix table 23--Total U,5. production and exporta of red kidney beans, 1967-77

M ETR e T

Year

Production f Share

Percent

o iyl

12

6
14
14

b sy AT

16
14

6
14
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13
19
15
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Appendix table 24—-~Pink bean production, mean, variability, and trend, 1967-78

Origin : Mean . Standard . Coefficient of

deviation . variation Trend 1/

v b IR LT R 1 W B 4y b

1,000 cwt.
Production:
United States
Idaho
California
Waehington
Nebraska

»
.

NA = not applicable,
1/ All applicable trends are significant at a 95-parcent confidence level.
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Appendix table 25--Total U,S. production of pink beans, by State, 1367-78

Year i Idaho ° cCalifornia @  Other 1/ ' Total

1,000 cwt.

1967 250 175
1968 440 180
1969 H 348 113
1970 H 409 145

1971 : 475 119
1972 : 399 108
1973 : 545 78
1974 727 202

1975 : 809 206
1976 : 705 193
1977 ! 542 144
1978 : 415 202

1/ Washington, Nebraska, Mimmesota, and North Dekota.

Appendix table 26--Small red bean production, mean, varlability, and trend, 1967-78

Standard ' Coefficient of

Origin : Mean deviation |  variation

; Trend 1/

1,000 cwt.
Production:
United States
Idaho
Washington

NA = not applicable.
1/ All applicable trends are significant at a 95-percent confidence level.
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Appendix table 27--Total U.S, production of small red beans, by State, 1967-78

Year : Idaho ¥ wWashington Other 1/ : Total

-
H
-
+

1,000 cwt,

1967 165
1968 : 161
1569 : 252
1970 : 246

|2t
(= ol RV ]

1971 : 204
1972 : 199
1973 : 7%
1974 : 250
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1975 : 182
1976 : 250
1577 189
1978 : 213

e
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g ey

1/ Minnesota and California.
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Appendix table 28--Small white bean production and exports, mean,
variability, and trend, 1967-78
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Standard  ° Coefficient of °
deviation | variation

Mean Trend 1/

LA L adn v S b

1,000 cwt.

oo e i

Production:
United States
Californis
Washington

Exports:
United States

NA = not applicable.
1/ All applicable trends are significamt at a 95-percent confidenmce level.




Appendix table.29-«Total U.§. production of small white baane, by State, 1967-78

Californis ! Washington Totsl

Year

1,000 cwt,

9
19
23

5

18
15
22
7%
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17
49
7%
43

Appendix table 30--Total U.5. production and exports of small
vhite beans, 1967-77

Production f Exports

1,000 cwt.

70
73
123
45

57
41
133
45

33
40
72
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table 31--Black turtle bean rroduction and exports, 1967-78

Mean ; Standard Coefficient of

deaviation variation : Trend 1/

1|UOU cwt .

Production:
United States
Naw York
Michigan 2/

T SRR R

Exports:
United States

aB =3 8% % wm B8 48 AR 8 *4 s les 4 am

NA = not applicable.

1/ A1l applicable trends are mignificant at a 35-percent confidsnce level,
2/ Production from 1973.

Appendix table 32--Total U.S. production of black turtle beans, by State, 1967-78
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Year New Yotk : Michigan : Total
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Appendix table 33--Total U.S. production and exports of black turtle beans, 1967-77

Year

L o eSO .

Production : Share

————-— 1,000 cwt, Percent

n 75
314 67
223 165
227 108

279 50
144 164
133 104
192 47

212 1
157 164
109 51

Appendix table 34--Production and exports of dry beans produced in only one
area, by State, statistica, 1967-78

Origin : Mean . Standard Coefficient of °

deviation variation B Trend 1/

1,000 cwt.

Calfiornia:
Large lima:
Production
Fxports

Baby lima:
Production

Exports

Blackeye
production

Garbanzo.
.production

Hichigan:
Cranberry
production

HA = not applicable.
1/ A1l applicable trends are significant at a 95-percent confidence level.
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Appendix table 35--Total U.S. production of besns produced in only one
area, by State, by clase, 1967-78

California

TR e oy i o M 3

Michigan
Large lima ° Baby lima  Blackeye cranberry

A a Ty

1.000 cwt .

565
781
513
712

o L g

413
an
766
1,092

499
607
800
745
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Appendix taitle 36--Total U.S. production and exports of baby
lima beans, 1967-77

Year : Production
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table 37--Total U.S. production and exports of large
1ima beans, 1967-77

Production Share

e e AETL LM PRI LW LTS S e,

meeew 1,000 cwt. Percent

774
814
770
558

398
471
533
670

408
522
540
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Economics, Statistics, and Cooperztives Service

The Economics, Statistics, and Cooperatives Service {ESCS) coliccts data and carries out
research projects related to food and nutrition, cooperatives, natural resources, and rural develap-
ment. The Economics unit of ESCS researches und analyzes production and marketing of major
commodities; foreign agriculture and trade; economic use, conservation, and development of nat-
ural resources; rural population, employment, and housing trends, and economic adjustment
problems; and performance of the agricultural industry, The KESCS Statistics unit collects data on
crops, livestock, prices, and labor, and publishes official U!SDA State and national estimates
through the Crop Reporting Board. The ESCS Cooperatives unit provides rescarch and technical
and educational assistance to help fartmer cooperatives operate efficiently. Through its information
program, ESCS provides objective and timely economic and statistical information for farmers,
government palicymakers, consumers, agribusiness firms, caoperatives, rural residents, and other
interested citizens.







