
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


JOURNAL OF AGRIBUSINESS FEBRUARY, 1986 

THE COMPETITIVE POSITION OF THE U.S. 

AND TREE NUTS 
Robert S. Glover and Bill R. Miller 

Agr icu l tu ra l  t rade  data c l a s s i f y  U.S. 
exports as high value and low value products. 
Tree nuts are included i n  h igh value unpro- 
cessed products. Peanuts are more d i f f i c u l t  
t o  categorize. Peanut o i l  o r  meal and shel led 
peanuts are c l a s s i ~ i e d  as semi-processed h igh 
value products ' I l e  unshelled peanuts i s  
considered (along w i t h  corn, wheat, and 
cotton) as a low value product. 

PEANUTS 

The primary market f o r  peanuts i n  the U.S. 
i s  ed ib le  consumption. The product ionmarket- 
i n g  complex i s  so or iented, and contrasts  w i t h  
the r e s t  o f  the world i n  t h a t  peanut o i l .  
cake. and meal are the  ch ie f  end products. 
World product ion o f  peanuts i n  1984 was 18.5 
m i l l i o n  metr ic tons. Although U.S. product ion 
represents only  a small f r a c t i o n  of the world 
peanut product ion (8% i n  1983/84). the  U.S. 
claims a large p a r t  o f  t o t a l  ed ib le  trade. 

The U.S. r i s e  t o  dominance of the world 
ed ib le  peanut market was p a r t i a l l y  re la ted  t o  
U.S. p r i c e  support po l i cy .  The 1977 Food and 
Agr icu l ture Act had an important impact on 
U.S. p a r t i c i p a t i o n  i n  the world peanut mar- 
ket .  The Act provided f o r  two p r i c e  support 
leve ls .  The poundage-quota par t  of the  peanut 
al lotment i s  supported a t  a higher p r l ce .  The 
poundage quota was approximately 80% of 
acreage a l lo tments and i s  equated t o  expected 
domestic consumption. The remaining a l l o t -  
ments. designated as 'addi t ional  peanuts.' 
were supported a t  a much lower leve l .  Addlt- 
i ona l  peanuts are exported o r  d ive r ted  t o  
crushing f o r  o i l  and meal. 

Fol lowing adoption o f  the lower p r i c e  f o r  
export peanuts, the  U.S. share .  and t o t a l  
volume o f  exports increased u n t i l  1980. P r i o r  
t o  the 1980 drought. the  U.S. accounted f o r  
nearly 50% o f  the  world export market f o r  
shel led peanuts. ( t a b l e  1) Reclaiming the  
pre-1980 share i n  subsequent years was slow. 
However w i t h  the r e l a t i v e l y  la rge  1984 and 
1985 crops. the U.S. market share i s  expected 
t o  increase. Although o f f i c i a l  s t a t i s t i c s  are 
no t  avai lab le,  data s u m r i z e d  from t rade 
sources ind ica te  t h a t  the U.S. had regained 
i t s  share of  the  market i n  major import ing 
countr ies by 1984 ( t a b l e  2). 

Regaining market share t h a t  was l o s t  
fo l lowing 1980 has been c o s t l y  f o r  U.S. peanut 
handlers and f a m r s .  The export market has 
experienced extreme p r l c e  f l uc tua t ions  w i t h  

accompanying r i s k  t o  owners of  peanuts no t  
contracted f o r  f u t u r e  del ivery.  I n  add i t i on  
t o  p r l c e  r i s k ,  the  r i s i n g  value o f  the U.S. 
d o l l a r  dur ing 1980-84 exposed world peanut 
handlers t o  the worst o f  a11 t rade s l tua -  
t i ons .  Prices were f a l l i n g  t o  the  U.S. 
s e l l e r s  and r i s i n g  t o  fo re ign  buyers. For 
example. the  p r i c e  of  export edibles peanuts 
I n  London, September. 1980 was $1188 per 
metr ic  ton a t  the  height  of the  1980 drought 
induced scarc i ty .  By September 1984. p r i c e  
had f a l l e n  t o  $629 d o l l a r s  per ton. 

Engl ish traders, however, were paying i n  
pound s t e r l i n g  an even higher p r l c e  f o r  
peanuts from the bumper crop i n  1984 than they 
paid f o r  the shor t  crop i n  1980. This i s  
a t t r i b u t e d  t o  the  r i s i n g  value of  the d o l l a r  
r e l a t i v e  t o  pound s te r l l ng .  The p r i c e  i n  
London rose from 513 i n  September 1980 t o  610 
pound s t e r l i n g  per metr ic ton i n  September. 
1984 ( tab le  3). 

Georgia farm p r i ces  o f  "add i t i ona l '  
peanuts followed London pr ices between 1980 
and 1984. Limited data show t h a t  p r i ces  paid 
t o  farmers f e l l  when the September p r i c e  i n  
London f e l l  i n  1982 and rose again w i t h  London 
pr ices i n  1983. However. i n  1984. new en t ry  
of  f l m s  i n t o  peanut s h e l l i n g  caused in tens ive 
b idd ing f o r  farmer's stock peanuts. The 
r e s u l t  was a near catastrophe f o r  o rder l y  
marketing. Average p r i c e  o f  'addi t ional "  
f a m r ' s  stock on a shel led basis ($641 per 
metr ic ton)  f o r  the  1984 crop year was about 
the  same as the t h i r d  quar ter  de l ivered p r l c e  
i n  London ($645 per metr ic ton, t a b l e  3). 

F a m r s .  who had r e l a t i v e l y  good exper- 
ience w i t h  ' a d d i t i o n a l V e a n u t s  from 1981 
through 1984, were not  prepared f o r  the  sharp 
drop i n  p r i ces  fo l low ing  the 1984 harvest. 
"Addi t ional "  peanuts were over l y  abundant 
r e l a t i v e  t o  cash markets. Many contracts 
Included a p r i c e  l a t e r  prov is ion and some 
'addi t ional "  peanuts were sold by farmers as 
low as $160 per  t o n  (U.S. in-shel l  basis) 
which t rans la tes  t o  $234 per metr ic  ton 
shel led. The weighted average p r l c e  received 
by the sample of  Georgia farmers was s l i g h t l y  
higher, but  disappoint ing. 

Prospects are good t h a t  the U.S. and 
Georgia can continue t o  dominate the world 
market i n  ed ib le  peanut exports. There i s .  
however, a serious lack o f  p r l c e  and market 
in format ion ava i lab le  t o  f a m r s  and t o  the 
peanut indust ry .  Adequate p r i c e  and market 



i n fo rmt ion  i s  needed t o  s tab i l i ze  supply a t  
prices that  cover cost of production and thus 
avoid wi ld  swings i n  prices received by 
producers as occurred i n  the 1980s. 

TREE WUTS 

The U.S. t ree nut industry i s  concentrated 
I n  the Paci f ic  Region with California account- 
ing f o r  v i r tua l l y  a l l  of the almonds, english 
walnuts, and pistachio's. Oregon and 
Washington grou the f i l b e r t s  and Hawaii grows 
a l l  the macadamia nuts. I n  contrast, pecans 
are produced i n  11 Southern and Southwstern 
states wi th about 40% of  the productlon i n  
worgia. 

Alaonds. walnuts, and pecans typ ica l ly  
account for  about 95% of t o t a l  U.S. produc- 
t ion, u i t h  almonds accounting f o r  45% of the 
to ta l  nut  crop output during 1979-83. Walnuts 
accounted for  about 30% of the t o t a l  and 
pecans 17%. The share of production accounted 
fo r  by almonds has been increasing. Almnd 
productlon trended sharply upward durlng the 
1965-1985 era. The almond crop i n  the 1919- 
1983 period was 2-112 times tha t  of the 
1968-1972 period. Comarison of these periods 
fo r  walnuts, and pecans shou productlon 
Increases of 88% and 22%. respectively. 

Tree nut production shws considerable 
year-to-year variations. Yalnuts, pecans. and 
f i l b e r t s  have alternate year (biennial) 
productlon patterns. High yields have consis- 
tent ly  followed lou  yields and visa versa. 

Except fo r  macadamia nuts, real  prices t o  
growers declined between the 1960s and 1980s. 
Hwever. nominal prices t o  g r w r s  have 
trended upward since Yorld War 11. Due t o  
biennial production patterns prices o f  t ree 
nuts vary considerably year-to-year. Prices 
fo r  almonds and f i l b e r t s  declined somewhat i n  
the early 1980s. Walnut and macadamia nut 
prices remained strong i n t o  the 1980s and 
pecan prices continued a t  about l a te  1970s 
levels i n to  the 1980s. 

The United States was t rad i t iona l ly  a net 
Importer of t ree nuts. Betwen 1929 and 1963 
exports never exceeded 18% of  i w o r t s  and were 
less than 10% of imports i n  a l l  but four 
years. During 19 years o f  that  period, less 
than 5% of  t o t a l  U.S. t ree nut production was 
exported. Exports exceeded 10% of productlon 
i n  only three o f  these years and was never 
higher than 15%. 

The iagortlexport balance changed i n  the 
mid 1960s and accelerated durlng the decade of 
the 1970s. ( table 4). Between 1970 and 1985. 
U.S. production and exports {more than doubled, 
and imports declined. 

Beginning i n  1970, the long established 
trade f lour  i n  t ree nuts changed i n  that  the 
U.S. became a net exporter. The change was 
strongly Influenced by increasing almond 
exports. Growth i n  walnut exports also 
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contributed t o  reversing the U.S.. t n d e  
posit ion i n  t ree nuts. 

The increase i n  U.S. t ree nut exports 
between 1970 and 1985 was conslstmnt u i t h  uhat 
occurred with high value products i n  general. 
Illport d-nd f o r  high value products axpmnded 
rapidly during the 1970s. with most of t h i s  
d w n d  increase was i n  Western Europe. 

The U.S. has t rad i t iona l ly  been a net 
exporter of pecans. Although the pecan trade 
f lw was generally posi t ive fo r  the U.S. i n  
the early 1980s. exports of pecans constituted 
a small (usually about 21) f ract ion o f  the 
nation's t o t a l  t ree nut exports. Export 
markets have never been a m j o r  outlets for  
U.S. pecans as annual export sh ip lmts  rare ly  
account f o r  more than 5% of domestic produc- 
t i o n  and usually less. 

Pecan exports have not g rwn  as rapidly as 
almond shipants, uhich m y  be p a r t i a l l y  
related t o  prices. Almnd real  prices de- 
creased more than pecan prices durlng 1970- 
1985. I n  addit ion t o  re la t ive  pricas, the 
almnd industry has apparently exerted =re 
e f f o r t  t o  developing international mrkets. 

Pecan productlon i s  trending s l i g h t l y  
upward - about equal t o  population graRh -- 
thus per capita consumption i s  about stable. 
Cultural practices t o  reduce the war-to-year 
variation i n  yields and production are being 
used. Nonetheless variation ramins, but i s  
much less extreme i n  the 1980s than i t  was i n  
the 1960s when t o t a l  production was 75.3. 
376.4 and 178.6 m i l l i on  pounds for  1962. 1963. 
and 1964. respectively. 

The d w n d  f o r  high value products i s  
influenced by several factors. These include 
the desire t o  upgrade and diversi fy diets. the 
requirement of mi-processed inputs f o r  f i na l  
processing industries, and interest  i n  redtrc- 
ing food preparation time and labor require- 
ments. These factors bu i ld  a high degree of 
I n c a n  e las t i c i t y  i n t o  the demnd f o r  these 
products. IncoM e las t i c i t i es  of demnd f o r  
high value products worldwide m y  be i n  the 
range of 0.5 t o  2 c w r e d  t o  a range o f  -0.1 
t o  0.5 f o r  the l w e r  value bulk products 
except f o r  feed grains and oilseeds u t i l i zed  
i n  an i ra l  feeding. Econmic m o v e y  fron the 
world recession o f  the first half of the 1980s 
should have a posi t ive l e c t  on the demand 
fo r  U.S. peanuts and tm nuts. 

The basis f o r  high value trade often 
hinges on the exporter's c0nparative advantage 
i n  processing and marketing the product. The 
U.S. m y  we11 have the cOlparative idvantaw 
i n  producing and processing high qua l i ty  
peanuts and tree nuts. 

Inadequate internationel markqting i n l t l -  
atives f o r  these products m y  be the p r l m y  
wakness of the U.S. nut industry - especial- 
l y  peanuts and pecans. More e f f o r t  on foreign 



market develormnt would benefit the growrs 
and processors of these products. Georgia 
Agriculture and Agribusiness i n  part icular 
would beneflt from expanded exports of these 
products. 

Given the investnent i n  the peanut and 
pecan industry, expansion of exports through 
public (e.g. Foreign Agrlculture Service) and 
private e f for ts  i s  an obvious desirable 
strategy f o r  6eorgia and Southeast agricul- 
ture. High qual i ty peanuts and pecans can be 
produced, processed, stored and distr ibuted t o  
a11 major world markets. The market infra- 
structure, controlled atmospheric storage. 
machinery fo r  harvesting and shelling, and the 
transportation syT?m are already i n  place. 
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Table 1. World peanut exports by country. 1971-82. 

Unl ted China Other 
yea* states Niqeria Sensual Sudan P.R. India countries World - - - - - - - - - - - -  -(1.000 m t r l c  tons, in-shell basis*)- - - - - - - - - - - - - 

1982 261 o 3 140 163 57 w 1 :om 
*Trade f o r  shelled peanuts converted t o  in-shell basis using the following conversion factors: 
For the United States, shelledl0.15 - In-shell; for  a l l  other countries, shell.d/0.70 - In-shell. 
**Year represents second year of U.S. marketing year (1.e.. 1971 - August-July 1911172; a l l  other 
countries are on a calendar year. 
Source: U.S.: U.S. Departnent of Agriculture 

China: O f f i c i a l  China Government Stat ist ics 
Other Countries: FA0 Trade Yearbooks. 



Table 2. l l a jo r  importers o f  edib le peanuts i n  
1984 and U.S. share o f  market. 

Total Purchased U.S. U.S. 
purchased fron U.S. share share 

Country 1984 1984 1984 1979 
(shel led metr ic tons) - - - X - - - 

Netherlands 79.874 31,331 41 55 
United 
Kingdm 79.002 53.051 67 64 

Canada 64.579 57.641 89 99 
Nest &many 49.161 17,520 36 33 
Japan 62.877 30,661 48 48 

Total 365.493 196.210 
Source: 6111 and Ouffus. 1985. Edible Nut 
w r k e t .  Report No. 120 (October). 

Table 3. Third quarter pr ices o f  export 
edib le peanuts i n  London and season average 
p r i ce  on 6eorgia farms. 1980-1984. 

London [CIF)' w o m i a  farmsb 
Shelled/ Shelled/ Unshelledl 

metr ic  t on  metr ic ton U.S. ton 
$ - f -  - - - - - $ - - - -  

1984 629 61 0 641 438 
*not Avai lable 
a. .Source: 6111 and Duffus. 1985. Edible 
Nut Market. ReDort No. 120 (October). 
b. Source: F a n  ~con&lcs  i n f o r m t i o n  
Center, Univers i ty  o f  Gaorgia. 

Table 4. Tree nu t  production. inpor ts  and exports. 

Production 
year Total ~ r o d u c t i o n  I w o r t s  E x w r t s  exported 

mQ% 
- - - - - - - - - - -1,000 lbs- - - - - - - - - - - - - - - - % - - - - - -  

1970 
1911 
1972 
1973 
1974 
1975 
1976 
1971 
1978 
1979 
1980 
1981 
1982 
source: 

295,940 
363.610 
310,260 
398,490 
392,530 
425.360 
449.950 
546,650 
395,660 
610.280 
550,130 
709.880 
624.910 
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