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[4~2] OTHER INDUSTRIAL CROPS

[4-2~1) PEPPER

A, TINTRODUCTION

. The pepper under discussion here is the product made by drying the
berries of the, plant hav1ng the scientific name "Piper nigrum", also
called "Pimenta do Reino" in Portuguese. There are some other products
also hav1ng the word ”pepper" in. their name, For instance, among the
group of chillies produced from plants of the genus Capsicum, a group
different from the genus Piper, there are spices called "red pepper"”,
*sweet pepper“ : cayenne pepper”, and so on. In addition, allspice,
obtained from the Pimenta offlclnalls plant, is sometimes called
"Jamaica pepper” ("Pimenta de Jamaica™ in Portuguese), However, these
various groups of pepper products should not be confused with true
pepper, obtained from Piper nigrum,1)

The berries of P. 1ongum and P, retrofactum, both of which belong
to the same genus as Piper nigrum, are called "long pepper" after the
elongated shape of the spikes, and this product is handled in the same
way as common pepper. It is said that during the time of ancient Rome
long pepper was prized more highly than common pepper, and its price was
several times higher than that of the later. Today, however, the long
variety is less expensive than its common counterpart, and it is pro-
duced only in some areas of India and Indonesia in small quantities, and
its percentage share of the world's pepper trade is negligible.

There are two types.of pepper: black and white., Both are produced
from the same plant, but the production process for each is different.
While the formet-is made by drying the immature berries, the latter isg
produced by drying the fully matured berries after removing the meso-
carp. World output of and transactions in black pepper are far greater
than those of white pepper.

1) The figures for Japan's imports of pepper in FAO Trade Yearbooks
€rroneously contain the imports of red pepper of the genus Capsicunm
(see Table D-1), -
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In addition to black and white pepper there is “green pepper", made
by picking the raw immaturé berries in salt water or vinegar and bot-
tling or canning them. Greéen pepper is sold for use in salads, ete,
However, the level of production is small, merely several hundred tons
per year, compared to over hundred’ thousand tons of black and white
pepper which are produced every year.

Pepper originated in India, and was already being exported to
Europe along the Silk Road before the Chrigtian era, and thus is one of
the oldest commodltles of epast-west trade. The exploratory voyages of
Christopher Columbus . and vasco da Gama in the late fifteenth century
were also attempts to find pepper and other spices grown in the tropics,
The cultivation of pepper plants gradually spread to the troplcal areas
of Asia, and subsequently the major pepper producing regions changed in
the course of its long history. Prior to World War 1I, Indonesia, which
was then a Dutch territory, was by far the most important producer of
pepper and accounted for 70% of world output.

However, during the war, Indonesia was isolated from other markets
in the world, and almost all of her pepper farms were foreed té be con-
verted to food crops._ In-the" postmwar years, Indonesian pepper pxoduCu
- tion was resumed, ‘and theré was also a sharp increase in pepper
cultivatioen in Sarawak, Malaysia. The’ 19603 witnessed a surprising
expansion in the output of this product in Brazil. At present, -over 95%
of the world's pepper productlon comes from the folléewing four coun-
trleS Indla, Malay51a, Indone51a and Brazil,

Troplcal zones with a hlgh rainfall are the most suitable for grow-
ing pepper. Pepper is a vine, and when: fully growhn -its height ranges
from 5 to 10.m, with the diameter of its stalk reaching about 1.3 cm.

In the cultivation of this plant, some form of stakes should be prowvided
50 it can entw1ne on them, :

_ Cuttihg'ie the exclusive method used to propagate pepper plants.
Raising the plant from the geeds is employed only for tests and plant
breedlnq purposes. :

Pepper produces berries in the second vear after planting the
cutting, and the most productive period is from four to: séven years
after cutting. Thereafter, the yield begins to decline, and no crop is
obtainable after 15 years have passed. The timing of harvest varies
from area to area; the Table helow showe ‘typical harvestlng perieds in
the ma)or produc;ng countries.

India, whlch has the longest history of pepper cultivation, has
many varieties of pepper. The country's most representative black
pepper,  Malabar Pepper (further described later), is produced from the
variety' "Balancotta™. The next most important variety is' Kulluvalli.
while the former has large leaves and long spikes, the latter's leaves
are small and its berries are 1afge. The yield of Balancotta is high
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Table A~} Pepper Harvest Calendar

spice -Origin Months (January ~ December)
: ‘ 1. 2.3 4 5 6 7 879 101172

‘Pepper’ Brazil
(black) India
' Indonesia
Madagascar -
Malaysia
‘Sri'Lanka

pepper Brazil
{white) Indonesia
Malaysia

source: International Trade Center, UNCTAD/GATT:
A Survey of the World Spice Market, 1977

and stable.’ in addition to these long-established varieties, there is
paniyur I, a high~yield variety developed recently (also discussed
later).

Sarawak, in Malaysia, produces two species, Kuchin and Sarikei.
While the leaves of the former are large in size, those of the latter
are small, Kuchin has a high yield, but is susceptible to foot rot.

In Lampong, the southern area of Sumatra Island, which is Indo-
nesia's principal pepper producing area, a variety called "Balantung! is
grown. This plant grows rapidly ahd has some resistance to foot rot.

On Bangka Island, in addition to Balantung, Muntok {also called
"Bangka") is cultivated for the production of white pepper.

The variety grown in Brazil are almost all of the Kuchin variety,
which was introduced in 1929 from Singapore. Recently, the high-yield
variety Paniyur mentioned above is being cultivated on a trial basis in
this country, but its commercial production has not yet been started.

In the Southeast Asian countries (Indonesia and Malaysia), foot rot
or root rot is the most serious disease for pepper. These was a high
incidence of this disease in Sumatra Island from 1925 to 1935 and in
Sarawak during the 1950s.  Various theories have existed as to the
source of foot rot according to the affected areas and the researchers;
some have said it is caused by Nematoda while others have blamed
Fusacium orxysporum. Today's established theory is that the disease
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ariges from a funguq called Phytophthora palmivara. The authentic name
of the. disease in Engllsh is foot lOt, but the term root rot is also
used., - :

A disease similar to fdot'rot oceurred in Brazil in the 1960s, and
has caused. chronic damage to the country's pepper farming. As no fun-
damental countermeagure has yet been found for the disease, Brazilian
producers have no alternatlve put to change the 1ocatlon of their farnms
from- place to place to avoid it.

The source of the Brazlllan disease has been identlfled as Puaarlum
solani. Recent studies show that there are two types of this fungus,
known as type ¢ and type B, and professor Fukutoml of Kyoto University
has identified that type B is respon51ble for the B§63111an form of this
pepper dlsease. .

The yield of pepper per hectare varies conSLderably from country to
country, and the low. product1v1ty ln India is partlcularly conspicuous,

There are dlfferences in the form of cultlvatlon among the produc-
ing countries. While farming by a very small farmers is overwhelmingly
dominant in India, pepper cultivation is carried out as an enterprise in
Malaysia. In Indonesia and Brazil, both. of these methods coexist.
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5. OUTLINE OF PEPPER PRODUCTION AND EXPORT

The. stat:stlcs for vworld pepper production and its import and
export are avallable from the FAO, the IPC (International Pepper Commu -
nity, (described later) and the USDA (United States Department of
Agrlculture)._ In this chapter, we will mainly use the IPC and FAO _
figures, but there are considerable discrepancies between these two sets
of statistics.)) In addition, we will quote data from statistics pre-
pared in the private sector, including those published in the Pepper
News, & monthly publlcatlon igsved by ASTA (American Spice Trade’
ssociation).

The area, yleld, productlon and export of pepper for the world and
in the major producing countrles accordlng to FAO data are shown in
Appendix: Tables 1-1.and 1-2. IPC statistics for these items (Appendix
Tableg-2-1 to .2-3) and the import-export matrix prepared by the USDA
{Appendix ?able 3) are also attached at the end of this chapter.

Thése figures.indicate that pepper production is concentrated in
four countries:. 1India, Malaysia, Indonesia and Brazil. In particular,
the expansion of the market share of Brazil in the 1970s is remarkable.
FAO statistics show that Brazil's pepper output accounted for one third
of the world's entire production in 1980 (See Table B-1 and Appendix
Fig. 1}. Other smaller producers include Madagascar, Sri Lanka, and
Thailands

Table Bf?_f Area, Productlon and Yield of Pepper in the World and
Four Major Produ01ng Countries, 1980

Acreage FProduction Yield Share

(ha) (MT) (kg/ha) (%)

World 220,414 186,272 845 100

India 110,640 27,410 247 14.7

MalaySia 12,900 38,700 3,000 20.8

Indonesia 54,692 37,000 676 19.9

Brazil | 22,899 62,458 2,727 33.5
o :

otal, four 201,131 165,568 88.9

major countries

Source: FAD statistics

1) There are_considerable_discrépancies between FAQO and IPC statistics.
These will be mentioned for each Table and Figure concerned.
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As noted, the above Table is based én FAO etatietics, which differ
greatly from those of 1PC, Accordlng to the latter figures, the output
of Brazil remains at the world's second or third largest (Appendix
Table 2~1), )

on the other hand, the- prlncipal lmporters and consumers oOf pepper
are the developed natlona such as the United StateS,.the West European
countrles, the USSR and:Japan, although this product is exported to
almost all countrles in'the world (¥Fao statistlcs 1ist a total of 125
countries,’ 1nclud1ng developed nations, as pepper 1mporters)

“The concentratlon of productxon areas in.a few countries and the
distribution  of the product to a large number of’ countriés are the
salient features of pepper as an international commodlty.' Because of
this, any changes in production occurang in a major producing country
due to weather and othér natural conditions or economic and political
factors exert a great. lmpact on: ‘world  pepper supply and demand and its
prices.

A comparison of the IPC figures for production and exports.given in
the Appendix Tables shows that all of ‘the prodncers except India export
their entire- output, 1eavxng nothlng for domestic constimption, which is
a strange fact. This is ‘probably because the flgures for. pepper produc-
tion are” underestlmated in these countries. - As discussed’ 1n Lhe section
on -pepper’ consumptlon “(D. IIT) below;  the average flgures glven in FAO's
Food Balance Sheet; 1975~ 1877, indicate that per capita pepper consump-
tion in these producing countries is greater than in ‘the major consuming
countries such as the Federal Republic of Germany, France and the United
Kingdom. This means that a considerable amount of pepper consumption
exists in the producing countrles. The estimated pepper supply for 1982
published in IPC's Pepper News, July, 1982, gives the following figures
for domestic consumption in the four main ‘producing countrles 18,000
tons in India, 4,000 tons in Indonesia, 1,500 tons in Malaysia and 4,000
tons in Brazil. '
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¢, PRODUCTPION IN THE MAJOR PRODUCTNG COUNTRIES

1. India

~India.is the country in which pepper originated and her history
of pepper cultivation.is the longest in the world. During World War
I1.this country was the only supplier of Pepper to the European
markets, accounting for 90% of the world's total output, since exports
from Indenesia and other Southeast Asian countries ceased during that
perliod. '

Pepper production in India is concentrated in the State of
Kerala, in the country's southwestern region, This State produces 95%
of India's. total pepper output.

The area, production and yield of pepper in India in the 1970s
are shown in Appendix Tables 1-1 and 1-2 (FAO statistics) and 2-1 to
2-3. Table C-! below summarizes the FAO statistics for India for the
past three years,

Table C-1 Area, Production, Yield and Export of Pepper
in India, 1979 - 1981

Area Production Yield Exports

{ha) (MT) {kg/ha) {MT)
1979 110,720 27,700 250 120,545
1980 . 110,640 27,410 247 26,795
1981 110,000 29,000 263 18,636

Source: FAO statistics

India's pepper yield per ha is very low compared with that of
other producing countries. The principal reason for this low level of
Productivity is probably that pepper cultivation is performed in this
country by many small-scale farmers. Most pepper farmers own only 0.3
to 1.51he¢tares of farm land, and are also growing other crops in many
cases. These petty farmers are not very responsive to the price of
their pepper:; even if the price becomes higher, they make no efforts
to increase their yield. . Conversely, they tend to continue pepper
cultivation éven when the price is not very favorable. This is pro-
bably the reason for India's pepper output and export volume being
relatively stable.
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The most af fegtive way to increase yield in- areas where ‘a" large
number of small farmers exist is. +the introduction of better spec1es.
In this regard, panniyur I, which has been recently developed, is
worthy of attention. According to a report by the FAQ, ‘this new spe-
cies has a yleld nearly double that of the plantq formerly grown°

. As in the case of Malay51a and Indbneéia; Indla faces the threat
of foot rot mentioned earlier (phytophthora palmivara). ‘However,
since the scale of -cultivation in India is smaller than- that in.-
Malaysia and other areas, the po»sxbillty of a wide occurrence of the
dxsease ig also 1ess. :

Almost all of the pepper produced in India is of the black type,
and India's black pepper ig traded under such names as Malabar Black
and Telllcherry Black after the names of the major export ports.

- 'In the pasL the tradltlonal destlnatlon for India's pepper was
Furope, but during the 19708 there was a shift from the free markets
of Europe to the USSR and other East European countrles.

TI. Malaysla

Malay51a also has a 1ong hlstory of pepper growing. After World
War LI, Sarawak’'s output showed a rapld increase, and at present 99%
of the counLry s pepper is produced in thls area.

Sarawak State produces both black and whlte pepper. Of the total
output of about: 30,000 tons in 1980, some 22,000 tons were black while
the remaining 8 000 tons were whlte. :

The major portion of Malaysia's pepper exports is sent to
Singapore, from where the pepper’ iz sold on the world market. The
largest guantity dlrectly exported from Malaysia is purchased by
Japan,

Pable C-2 Area, Production, Yield and Export of Pepper
-in Malaysia, 1979 - 1981 :

Area  Production  Yield  Exports
{ha) (MT) (kg/ha) ~ (MT)
1979 . 12,160 35,200 2,894 . 40,310
1980 12,900 . 38,700 - 3,000 30,560

1981 - 13,300 40,000 © 3,007 28,478

Source: FAO statistics
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Unlike in India where subsistent peasants account for most of the
pepper output, pepper farming in Malaysia is mainly performed hy
profit-oriented owner farmers. The Government has adopted incentive
neasures including loans to pepper producers and a system of product
grading, testing and Government purchase for price support, in an
effort to raise the level of production of this crop. In 19275 the
pxport Standards System was inaugurated to maintain the high reputa~
tion of Malaysian pepper internatiocnally, ' '

However, it is said that the declining trend of the international
price of pepper since 1978 is adversely affecting the motivation of
producers, and that since around 1980 some pepper farmers have begun
to neglect the management of their farms. Also important to the
future of the country's pepper production will be the efficacy of pre-
venting the diffusion of plant disease (Phytophthora palmivara).

11I. Indecnesia

indonesia is another country which has a long history of pepper
cultivation,. During the 19th century, the country was producing half
of the world's pepper output., Pepper production was temporarily
halted during the World War years, but recovery began in the 1950s,
followed by rapid growth in the 1960s.

In Indonesia two forms of pepper farming can be observed: estate
farming and small-scale farming. The estates are further divided into
those which are nationally-owried and private estates. 1In relation to
prices, pepper has competition'with, for example, cacao. Furthermore,
there have been changes in output due to the occurrence of foot rot.

The main producing area is the State of Lampong at the southern
tip of the island of Sumatra. This State produces Lampong Black

pepper, the most important brand in the country's international trade.
White pepper is produced chiefly on Bangka Island, and this product is
known as Muntok White after theé port from which it is shipped., In
1980, Indonesia exported about 29,000 tons of pepper, comprising
17,000 tons of black pepper and 12,000 tons of white pepper. More
than half of the black pepper exported goes to the United States,
whereas the major portion of the white pepper exported is sold to
Western Europe. According to official statistics, Indonesia's exports
of pepper via Singapore are not very substantial in quantity, unlike
the case of Malaysia. However, it is said that a considerable gquan-
tity of informal sales to Singapore exists.

[4]-133



Table C~3  Area, Production, Yield and prort of Pepper
in Indonesia, 1979 - 1981

“Area  Production . Yield, T Exports.

(ha) (MT)  (kg/ha) (M)
1979 52,710 32,000 607 - 25,226
1980 54,692 37,000 676 29,680
1981 59,000 39,000 661 34,074

Source: = FAO statistics

iv. Brazil

Pepper cultivation in Brazil dates back to the 17th century.
However, commercial production of the plant was started in 1933 by
Japanese immigrants, who settled in the Amazon Basin in 1929 and
cultivated plants which they had introduced from Singapore. The
variety they grew is thought to be the Kuching variety, the same
variety as is grown now in Sarawak, Malaysia.

- Until about 1970, almost all of the pepper farmers in Brazil were
of Japanese descent, but durlng the 19705 pepper cultlvatlon became
widespread among native Brazilian farmers also, and the country's
pepper productlon experlenced a remarkable growth

Table C-4 shows Bra21l's pepper area, productlon and yleld in the
1970s based on the IPC statistics. Since the figures given fox 1975
onwards differ. greatly from those of the_FAO,”FAO_data”for those years
are also supplied in the Table, It is stated that FAO information is
baséd on the official reports of the Brazilian Government. .

The majdr producihg area of'peppef in Brazil is,the State of Para
iocated at the mouth of -the Amazon. About 90% of the country's pepper
output comes from this State.

Brazil produces both black and white pepper. The output of the
former is greater in quantity, and almost all of the pepper exported
to the United States, the country's greatest buyer, is black pepper.

Table C-5 shoWs'Brazil's expo:ts of the two types of pepper over
the past three years.
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Table C-~4  Area, Production and Yield of Pepper in Brazil,

1968 - 1980

Area Production Yield

(ha) (MT) {kg/ha)

1968 5,567 14,094 253
1969 5,453 14,031 257
1970 5,473 - 14,267 260
1971 5,473 13,500 246
1972 5,500 14,500 263
1973 ' 8,357 18,500 221
1974 8,357 * - 18,500 * 221
1975 8,889 9,909 21,000 28,720 236
1976 10,127 11,173 23,000 30,380 227
1977 11,139 12,578 25,585 37,877 229
1978 12,253 15,786 30,000 47,015 244
1979 . 12,253 19,879 30,000 49,006 244
1980 12,253 22,899 30,000 62,458 244

" source: 'ComPiled from IPC 1980 Report, except for
figures in the columns marked * which are FAQ data.

Table C-5 Pepper Exports from Brazil

(M)

Black pepper White pepper Total
1979 22,000 2,687 24,687
1980 26,172 4,621 30,793
1981 39,472 6,277 45,749

Source: Compiled from CACEX data

Pepper farming is performed mainly by investors who manage plan-
tations, landed farmers, and petty farmers.

The rapid production increase in the 1970s was supported by
quernment'pfomotional'policies, principally loans for the planting of
bepper, It is considered that 40% of the country's total pepper out-
Put is produced by petty farmers, who had once been the workers in
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pepper plantations.  These small-scale farmers are less experienceqd i,
pepper farming than those in India, where pepper cultivation has a
longer history. Partly because of this, the quality of the pepper
they are produ01ng appears to be somewhat 1nfer10r.

Since. 1980, Bra21l along with ‘the other producrng countriee has
been faced with low 3nternat10nal pricee for peppex. Rising commodi ty
prices since the second oil crisis and forelgn exchange factors hawve
also dlmlnlshed the farmers' motlvatlon.T) In partlcular, the output
of plantatlons and landed farmers, whose combined production is esti-
mated at 60% of the country e total, may decllne in the years to cope,

As in the Southeast A51an productng ‘countries, Brazil suffers
from a disease which attacks pepper. It is believed Lhat this disease
is caused by the fungus Fusarium solani, type By unllke the type foung
in Sarawak and Indonesia descrlbcd before.

Since the source of the dlsease has recently bheen 1dent1f1ed,
preventive measures will bhe established in the near future. There-
fore, the factors which will affect the future of pepper production ip
Brazil will be the economic trends of the country,. especially the
mwovenents of commodity prices ‘and forelgn exchange, and the price
relationship between pepper and competitive crops.

1) When the year 1971 is used as the base year, the combined commodity
price index in May 1982 in the State of Para was 5B times ‘greater,
while the price of black pepper per kilogram was only 26 times
hlgher. The minimum wage of farm workers roge to B3 times the pre- .
vious level, resulting in pepper cultivation, which requires labor
for management, harvesting and post harvest work, etc., faclnga

" difficult situation.
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D.

CONSUMPTION AND IMPORT OF PEPPER

1. Uses and Patterns of Consumption

The consumption of pepper can be roughly divided into a. home
cooklng, b. consumption.in the catering industry including restau-
rants, and c. consumption in the foogd processing industry, especially
for processed meat such. as sausages,

‘For home and restaurant use, both black and white pepper are
used, although the consumption of the white is greater. Food proces-
sors mainly use black pepper, with the white type being applied to
those foods which are light in color, such as mayonnaise.

The ratlo of consumptlon in the three sectors mentioned above
varies from country to country, and no precise data are available.
However, in the Federal Republic of Germany, where the sausage indus-
try flourlshes,_more than 50% of domestic pepper consumption is for
meat processing, while the French consume nore for cooking purposes
and thus use white pepper in a greater quantity. In Japan, where the
history of pepper use is relatively short, most of the pepper consump-
tion is in the food processing industry, and home use has not vet been
developed.

~ Food processors are recently using greater quantities of oleo-
resin, in addition to black pepper. Oleoresin is a substance
extracted. from black pepper by means of a solvent. It retains the
flavor, aroma and pungency of pepper and can be considered an essence
of pepper. . This substance is produced in Europe, the United States
and other peppéer importing countries. Recently, however, factories
have been established in India and somé other producing countries to
manufacture oleore51n, and. these countries will be exporting oleoresin
instead of black pepper only.

As stated above, pepper is consumed as an ingredient of foods,
either dlrectly or indirectly. Pepper oil produced by the steam
distillation of pepper is used as an essential oil in the manufacture
of perfumes and other cosmetics, but the consumption of pepper for
this purpose is negligible in quantity.

“ILL Geographical Distribution of Congumption

Pepper cultivation is concentrated in the four main countries,
which are filling the global demand for the product. Therefore, the
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geographical distribution of pepper consuming areas can be understood
by examining the situation of pepper imports by countrieés.

The import statistics by countries based on the FAOQ Trade Year-
book shown in Table D-1, and the matrix of pepper importing and
exportlng countries complled from USDA data shown in Appendix Table 3,
indicate that the largest importer is the United States, The combineg
imports of the major countries, including the United States, the USSR,
the Federal Republic of Germany, France and Canada,’occupy the major
portion of world pepper imports. - Major importers”in_other areas which
can compare with the above natlions are Japan, Saudi Arabia and
Morocco. : '

In the import statlstics and matrix, the fact should be noted
that the pepper trade of Slngapore, which is both a great importer and
exporter: of the product, is ‘entrepot trade. Because of this, the
figure for total world peppexr imports is not the equivalent of total
world pepper consumption. Hong Koeng is also engaged in entrepot
trade, although in far smaller quantities than Singapore. In addi-
tion, such large—scale 1mporters as the United States, the Federal
Republic of Germany and the United Kingdom are also rehexportlng some
of thé pepper which they ‘inport.

Table D-1 Pepper Imports by Selected Countries, 1970 - 1981

(MT)
Germany, Germah Saudi Singa-

USA '
FR DR* 8] 4 France USSR Arabia Japan pore
1970 21,915 - 5,954 = 800 3,133 3,807 8,300 516 2,278 24,498
1971 28,165 7,137 820 .2,931 4,572 .6,900 . 729 2,951 25,83
1972 23,98¢ 7,566. 690 3,705 4,870 11,700 725 3,547 23,709
1973 . 25,217 7,736 - 860 4,680 . 5,575 . 9,300 928 .4,050 21,215

1974 25,464 7,874 . 1,240 4,150 5,430 8,150 693 2,982 . 25,766
1975 24,968 8,167 . 2,473 3,155 5,713 8,317 757 3,115 29,364
1976 26,509 9,486 2,035 4,812 6,198 11,199 1,493 3,886%* 33,747
1977 26,460 10,079 1,323 3,439 6,825 10,042 2,446 4,485** 31,301
1978 28,626 9,653 2,833 5,291 6,961 .10,885 3,266 3,842%* 36,880
1979 27,380 11,661 2,916 6,266 7,302 11,604 3,576 4,217** 33,87
1980 33,547 10,847 3,200 4,503 7,246 11,572 5,247 4,606%* 24,27
1981 31,290 11,432 2,400 5,400f 8,670 14,126 3,931 . 5,152%* 21,915

*

Unofficial figures for German DR

*%x FPAQ statistics for Japan from 1976 onwards erroneously 1nc1ude the

import of capsicum. Thus, the figures for Japan with asterisks have
been corrected usging the customs clearance btatlstlcs of the Japanese
Government, :

Source: FAO, Trade_Yearboak _
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I1I. Consumption Levels

To obtain the level of pepper consumption in a country, the
amount of pepper re-exported is deducted from the amount imported, and
the balance is then divided by the number of population to obtain the
figure for per capita consumption,

Table D-2 shows the annual per capita pepper consumption by
selected countries on the basis of a report of UNCTAD/GATT's Inter-
national Trade Center.1) In general, per capita consumption is
greater in the'United States and European nations whose levels of
pepper lmporis are larger, Especially noteworthy is the fact that the
figures for Saudi Arabia and Kuwait, both petroleunm producing coun-
tries, stand at. 'a very high level. In addition, between 1975 and 1978
vugoslavia and Hungary increased their per capita peppér consumption
by four times and three times their previous levels respectively.

The higher level of income in the United States and Europe
undoubtedly contributes to the. higher level of pepper consumption in
these countries, However, a more important factor is that these coun-~
tries have a longer history of pepper consumption, and pepper has
become firmly eéstablished in the daily diet of their population.

it is believed that the demand for such a commodity, whose use
has bheen established amohg consumers and which has no substitute, is
less responsive to price fluctuations. In other words, the theory
goes that people will not reduce their consumption of such a commodity
even if its price increases, nor will they increase its use even
though its price becomes lower, Furthermore, increases or decreases
in income will not greatly affect consumption for this type of
product,

However, this theory is valid only in the cdase of those countries
in which the use of pepper has continued and been established over
several centuries, as in the Western countries, and the situation dif-
fers in other areas.

The original function of pepper was to remove the smell of stale
meat in the years prior to the introduction of refrigeration. The use
of pepper has therefore had a close relationship with meat diets, with
people who consume more meat also consuming a greater quantity of
pepper. In the developed countries in the West, the demand for meat
has already reached saturation point, and the price and income elasti~
cities for meat demand are low. On the other hand, the income elasti-
city for meat demand is considered to be substantially higher in low
income countries, This indicates that when the income level in the

1} a Surﬁey of the World Miarket for Spices, International Trade
Cente:, Geneva, 1977, This survey was conducted by the Center
under a grant from the Netherlands Government.
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Table D-2 Per Capita Consumption of Pepper, 1975 and 1978

(grams/year) -
- Per capita consumption
country 1975 1978
I. North America S :
' Canada a : - 100 ' 108
Usa 117 132
I1I, Western Europe
1} BC countries . .
Germany, FR 131 153
UK : st 61
- Netherlands 94 . -98
France : 107 125
S Italy 58 52 e)
BLEU : 90 118
Denmark 102 120
2) Other Western Europe .
Sweden : 90 85
Norway - 69 67 e)
pustria 97 119
Finland ' 32 _ 26
Spain 36 37
Switzerland 121 119
III. Fastern Europe _ :
Czechoslovakia 84 84 <)
German DR 148 148 <)
Hungary 100 293 e)-
Poland _ . 62 62 a)
USSR : ' 32 b) 42
Yugoslavia 32 124 e)
- IV. .Middle East
' Egypt ' 17 17 ¢}
Kuwait _ 138 b) 143 c}) .
Iran ' 26 24 e)
Saudi Arabia - 129 a) 161 d)
Yemen, P.D.R. . 33 129 4)
V.  Asia & Pacific Region
. Bustralia - B2 17
Hong Kong © n.a. n.a.
‘Japan 28 33
New Zealand ' 47 50 e}

a) 1973, b) 1974, o) 1975, 4) 1976, e} 1977

Source: UNCTAD/GATT, Spices: A Survey of the World
Market, Vol. 1 & 2: Selected Markets in
Western & Eastern Burope, the International
Trade Center, 1978
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developing countries is improved in the future and people consume more
meat, new demand for pepper may emerge. In this case, pepper. consump-
tion will be affected not only by increased consumption of meat but
also by changes in the cooking methods and forms of meat consumed,
i.e., in processed or unprocessed form. The case of Japan in the
1960s and 1970s, when meat consumption increased, followed by
increased use of pepper, provides a good example.

'Tﬁe abové_studY-presehts the general situation of pepper consump-
tion. . In the following section we will discuss this subiject further
in respect of the major consuming countries.
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E.

MAJOR CONSUMING COUNTRIES

I. The United States

The United States is the largest importer of pepper in the worldg,
but ‘per capita consumption ‘18 less thanjin-the'FedEral Republic of
Germany and France {(Table D-1 above). ‘A little more than 90% of the
pepper 1mported is black pepper, and imports of white pepper are less
in quantity than in Burope. 'The reason for this is probably. that hope
pepper consumption in this country is less than that in the European
countries, while cohsumption in the food industry is greater.

In the United States, there are a number of world-famous food
manufacturers such as Campbell and Heinz, and the catering industry is
also active, represented hy Kentucky Fried Chicken and McDonald's.,
These food manufacturers and caterers are large consumers of pepper,
Recently there has been a tendency in the United States to return to
home coocking rather than eating out or consumlng pre-cooked foods.
Thus, an increase in the househeold consumption of pepper can be
aexpected.

The greatest exporters of black pepper to the United States are
Indonesia (Lampong Black) and Brazil, while the majority of the coun-
try's white pepper imports come from Indonesia {(Muntok White).

The United States' import of Lampong Black already has a history
reaching back one hundred years, and this brand is the most popular
among American consumers and users., Brazll began exporting pepper to
the United States in the 19505, and salés showed a remarkable increase
during the 1970s, '

1t. ‘The Federal Republié of Germany

- The Pederal Republic of Germany, together with the USSR, is the
second-largest inporter .of pepper after the United States, and has
imported over 10,000 tons per year over the past gseveral years. Iis
major suppliers are Indonesla, Slngapore and Brazil, with Indonesia
supplying more than half of the total quantity of pepper imported.
The Federal Republic of Germany is ‘also the center of the pepper trade
in Western Eurcpe, and re-exports some of the guantity imported to
ne;ghborlng countries, especially France. The total quantity of
pepper re-exported from the Federal Republic of Germany in 1981 was
480 tons, '
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table -1 Imports of Black and wWhite Peppers into the U8a,
: ' by Country of Origin, 1980 and 1981

.Commodity and

origin¥* 1980 : 1981
o (M) (US$1,000) T(MT)  (U857.000)
pepper, black
Afghanistan - - 30.0 41.2
‘Brazil 10,074.%  16,686.0 14,686,4 18,620.9
China, mainland : 0.7 1.8 21.3 36.8
Colombia 6.2 4.0 - -
Greece - ~ 10.2 20,2
Hong Kong 0.5 1.6 0.8 2.2
India 3,992.6 7,256.2 558.7 858.3
Indonesia : 11,408.0 19,116.7 12,615.3 15,768.9
Macao - 15.2 30.1 - -
Malaysia 3,639.6 6,704.6 273.0 389.1
Mexico - - 31.4 49.4
Netherlands - 1.6 3.4 0.2 0.9
singapore 296.1 555.9 37.0 137.8
Spain 17.0 29.9 - -
sri Lanka 153.4 279.3 294.9 384.0
Surinam 15.0 27.8 - -
Tajiwan * % 0.9 1.3 1.0
Thailand 2.2 1.6 1.3 8.5
‘Others o 21.3 58.3 1.6 8.7
Total 29,643.,9 50,778.1 28,563.4 36,327.9
Pepper, white
Brazil 508.7 t,141.7 763.0 1;,311.5
Canada 0.2 0.7 - -
China, mainland 35,1 83.6 0.5 2.5
France * % 0.5 0.5 4,3
Hong Kong _ - - 2.7 8.7
Indonesia 2,418.8 5,982.5 1,560.8 2,819,0
Japan *% 0.3 * % 0.3
Malaysia 99,6 200.1 43,2 69.5
Netherlands 0.2 0.9 0.9 4,5
Singapore 130.8 277.8 75,0 127.5
Taiwan - - 54,9 99,7
Thailand 0.4 2.3 1.3 7.5
Total 3,193.8 7,690.4 2,503,1 4,455,0

* Unground unless otherwise specified.
** 50 kg or less '

Source: USDA, Foreign Agriculture Circular, PTEA 1-82, April 1982
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More than 50% of domesti¢ consumption is by the food industry,
with about 35% for home use and some 10% -used by restaurants and other
caterers, according to one estimate. The rate of personal consumption
seems to be substantially higher than in the Unlted States,. and white
pepper is preferred for home use. Most of the peppcr consumed in the
food industry is for the production of sausages.’

III. The United Kihngm

British pepper imports show considerable fluctuations on a yearly
basis. In the 19705 imports showed a rising trénd, and until the
mid-1970s the quantity of white pepper imported wdas greater than that
of black pepper, but thereafter the situation has been changing. The
magor reason is the increasing: consumption in the food industry, .

A 1arge quantaty of food chducts contalnlng pepper are exported
from the United Klngdom, such as curry powders and mixed spices.
However, the exact quantlty of the pepper content, i.,e., the quantity
of pepper re-gxported in the form of these food productg, ig unknown,

The United Klngdom has a close relationship with the Ccmmcn—
wealth countries and in the past its major suppliers were India, .
Malaysia and Slngapore. Recently, however, imports: from Brazil have
been increasing, reachlng 671 tons in 1980. Thére are also large
fluctuations in the annual quantity of pepper imported from each of
the supplying countires {(Appendix Table 3}.

IV. Japan and Others

. Japan's ‘consumption of pepper was very small in the past, but in
the 1960z it began to rise rapldly. In 1982 Japan's imports of pepper
reached 5,000 tons, a level equal to that of the United Kingdom, a
traditional pepper importing country.

This sudden increase in pepper consumption in Japan was caused by
both increase in meat consumption and change of the meat consumption
pattel‘no T :

The traditional diet of the Japanese centered on rice and fish.
The meat diet was introduced from the West in the second half of the
19th century; but .soy sauce was the main seasoning used in.cooking
meat, as in the case of “sukzyakl" Red pepper, which was produced in
a large quantity in Japan, was - alao widely used as a splce, and Japan
was a major exporter of this product. After World war II, the high

{4)-144



rate of economic growth, accompanied by an increase in personal
income, brought about a sharp increase in meat consunption among. the-
Japanese. - In addition, a greater consumption of ham, sausages and
other processed meats and an expansion of the food industry supported
by the develcpment of such new food products as instant Chinese
noodles and curry products have contributed to increased pepper con-
gumption. = Changed styles of diet in the home and the growth of the
catering industry have also contributed to this trend, although these
factors are far less important than the role the food industry has
played. L '

The Republic of Korea, Japan's neighbor; has also experienced a
rapid increase in imports of pepper,!) and the case here appears to be
the same as that of Japan. BAs with Japan, red pepper was the tradi-
tional.splce popular with Koreans. However, with rising personal
income resulting in a higher level of meat consumption, and the added
factor of the development of the food processing industry, the
country's pepper consumption has been expanding,

1) The Republic of Korea's pepper imports, which stood at 130 tons in
1970, reached 1,000 tons in 1980 (FAD, Trade Yearbook}.
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r.

INTERNATIONAL. AND DOMESTIC TRADE TN PEPPER

I. Marketlng in Produ01ng Countries and International Market;ng

In the pepper producing ‘areas, w1th the exception of .commercial
production at plantations, local traders- purchase peppeér from a number
of producers. The pepper thus purchased is resold to exporters at
shipping ports, either via wholesalers in local trade centers or

' directly, and ‘the exporters have the function of the selection, grad-

ing, packaglng, storage and shlpment of the product.,

Between these exporters ‘in the produ01ng country and the users
in' the 1mport1ng country there are one or more intermediate-stages,
namely dealers or traders, :

The majorlty of the pepper produced at plantatlons is sold
directly to exporters w1thout the intervention of local brokers. 1In

' Brazil, cooperatlves of pepper farmexs in some cases  jointly ship
_their product, as in the case of the Tomeagu Cooperatlve in the coun-

try's pepper producing area, for example, which handles 2,000 to 3,000
tons per year. The quantity handled by other cooperatives is small,
however, and the total quantity shipped by cooperatives accounts for
only a minor'share of Brazil's total'output‘.

International dealers and traders in pepper coperating between
the export and - import stages move the product according to the world
trends of ‘production and the supply and demand situation, and play a
key role linking supply and demand in the international marketsg They
are classified into traders and dealers located in the trade centers
in large consuming countries and those in Singapore, most of the
latter group being Chinese. Singapore mainly handles pepper from
Indonesia and Malaysia. '

“the international trade system described above has existed for
several hundred vears. In the past forty to fifty years, however,
this traditional system has been gradually changing. In the first
instance, this has taken the form of an increasing number of cases in

which the users purchase dlrectly from the exporters in the producnm
countries, :

Here, the term “"users” means large consumers such as grinders,
processors, food manufacturers and oleoresin producers. Another
system is that in which these users own pepper farms in a producing
country. For example, leading manufacturers of curry in Japan’ operate
a. pepper farm and produce pepper in Malaysia. :

btlll another recent change ig a stronger 1ntervention in pepper
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production and export by the governments of ‘producing countries.
Measures. such as price supports for the producers, loans to pepper
farmers and a licensing systen for exporters are among the majér
examples of such intervention. The Indonesian Pepper Board and the
Malaysian Pepper Marketing Board were established in 1969 and 1971
vespectively to enforce these palicies, These government agencies
have their offices in trade centers in the main consuming countries,
and they provide servieces to importers, coordinate public relations
and aqurtising campalgns and are themselves engaged in exporting the
product., 1In 1972, Indonesia, Indjia and Malaysia jointly set up the
International Pepper Community (IPC), which Brazil and Madagascar have
now also joined, The Community has its secretariat in Djakarta,

As a result of these changing circumstances, the number of
international'dealers has been decreasing., For instance, spice
dealers in the United Kingdom and the Federal Republic of Germany, who
mainly handle pepper declined by almost half in number from the 19605
to the 1970s. In the United States, those members of the American
gpice Trade Association (ASTA) who are classified into the category of
dealers and brokers also decreased in number to nearly half the pre-
vious level, while the number of those in the processor group
increased.

II, Internal Distribution in Consuming Countries

In the consuming countries, pepper purchased by importers or
dealers is resold to packers or "flavor houses” in its original form
or after grinding by job grinders. The packers then package the
pepper, "which has been ground into a variety of grain sizes, in small
containers with or without hlending with other types of pepper, and
sell it to tretailers via wholessalers, or to restaurants and other com~
mercial users., fThe packed pepper is sold with or without the packer's
brand name. Flavor houses similarly separate or mix pepper according
to the requirements of the users, and sell the product to food fac-
tories and other industrial users. Some business concerns operate
both as a packer and a flavor house.

Figs, F-1 and F-2 below illustrate the internal distribution
channels of spices in the Federal Republic of Germany and the United
Kingdom, The distribution routes of pepper in these countries are
roughly the same as those for spices, and the channels in the United
States are similar to those to be found in the United Kingdom.
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Fig, F-1 Distribution Channels of Spices:
' ~in the Federal Republic of Germany
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Source: UNCTAD/GATT, Spice: A Survey of the World Market,
: International Trade Center, Geneva, 1977
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pig. F~2  Distribution Channels of Spices in the United Kingdom
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Gt

INTERNATIONAL PRICES OF PEPPER

I. Standard Brands and their Price_Differentiai

New York, London, Hambﬁrg and Singapore are the centers of the
international pepper trade. Among these, the prices on the New York
market exert the greatest influence. ' :

 The brands of pepper handled in each of these markets are roughly
identical, and they are named after their producing area or port of
shipment. A large number of these brands exist, but the most repre-
sentative ones used in the IPC statistics to show the movement of
pepper prices include. such black peppers as Malabar Black {India),
Lampong Black {Indonesia), Sarawak Black (Malaysia), Brazilian Black
and Tellicherry Extra Bold (India); and white peppers such as Sarawak
White, Muntok White (Muntok Island, Indonesia).and Brazilian White.

‘The prices of white and black pepper move together, but the white
variety is consistently more expehsive than the black variety and a

~considerable differential exists between the prices of the two types,

whiteé pepper is produced by drying the fresh berries after the removal

of their mesocarp, and its production cost is higher than that-of

black pepper. Moreover, the yield.(percentage of pepper obtained from
berry) of white pepper is smaller than that of black pepper, at around
27% and 33% respectively, Naturally, therefore the price of white
pepperx is higher than that of black pepper.

Of the two brands of white pepper, Muntok and Bra31l, the price
of the former is always higher than that of the latter. Among the
five brands of black pepper, Tellichery is exceptlonal in that it has
the highest price at all times. Of the remaining four, in general the
price of Malabar is the highest while that of Brazil is the lowest.

Price differences among the various brands occur depending on the
guality of the pepper, The quality of a pepper as well as of spices
in general is made up of a delicate combination of aroma, flavor and
pungency. Consuming countries have their own tastes, and this pre-
ference in taste is considerably reinforced by the fact that consgumers
have become -accustomed toa particular brand after many years of use,
Thus, behind the British preference for Malabar from India and the
Scandinavian countries' strong liking for Muntok White lies their long
history of use of the regpective brands. A special case is Telli-
cherry from India, a brand which has an established position in Italy
as a spice for salami sausages. Consequently, Tellichery Bxtra Rold
maintains an exceptionally high price level amohg the black peppers.
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Figs G=~1 Price Trends of Selected Varieties of Pepper,
: New York Spot (CIF), 1976 - 1980
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Note: 1976 data for Brazilian Black are not available.

- Lhampong Black from Indonesia has maintained its important posi-
tion for a century in the United States, the world's largest market
for black pepper, although the share held by Brazilian Black has
expanded rapidly during recent years. This is because Brazilian
pepper- is easier to obtain and is offered at lower prices.

II. Movements of International Prices for Pepper

Heedless to say, the price of an international commodity is
formed by the global supply and demand situation for the commodity.
In the éase.of pepper, as described earlier, there are great fluctua-
tions in supply, while Fluctuations in demand are small. As a result,
the supply situation of pepper is a factor greatly influencing its
price level,
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The supply of pépper is affected not only by such natural: factors
as weather and the incidence of disease but also by economic and poli.
tical factors including competition with other crops in producing
areas and governnent policies towards pepper cultivation. Pepper
growing is concentrated to a few countries only, and consequently a
change in pepper output in any one of thege producing countries also
exerts a substantial impact on the world's pepper supply. Moreover,
price fluctuations caused by increased or decreased output in turn
affect the motivation of pepper farmers, which then: results in a rise
or fall in production in the next crop - year and thereafter.

Table G-1 shows the movements in’ pepper prices over the perlod of
92 years since 1890 by the annual" average spot prlce of Lampong- Black
on the New York market. Fig, G-2 is a chart of the average monthly
price fluctuations of this brand ‘on the same market.. This- graph indi-
cates that the monthly price fluctuations were smaller during the
years before World War II than in the post-war period.

Appendix Fig. 2 shows both the changes in world annual average
pepper prices and those in world pepper output (Note that prices in
Fig. G-2 are in cents per pound, while those in Appendix Fig. 2 are in
dollars per kilogram). '

Appendix Fig. 2 clearly shows the corrélation between pepper out-
put and its price. The abnormally high price level in 1950 occurred
when global pepper production registered an all-time low in the after-
math of World War II. In addition, an increase in pepper consumption
following the shift from a war-time economy to normal economic -condi-
tions in the major consuming countries may have also been responsible
for the high price level. Stimulated by these favorable price condi-
tions, the rapid and large-scale new planting of pepper was started in
Indonesxa and Malaysia, and this fact is evident from the’ productlon
curve. The pepper price temporarily rallied in 1960 after declining
as pepper supply expanded, this priceé rebound being caused by poor
harvests in both Indonesia and Malaysia simultaneously.

The sudden rises of price between 1973 and 1977 probably occurred
more because of factors in the world economy as a whole, such as the
low value of the U.S. dollar and worldwide increases in the price of
farm products, than because of the supply conditions of pepper ltself.

A long-term outlook has been given above on the international
price of pepper, determined as it is by world supply and demand. In
this subsection, the short-term, or everyday, formation of the inter-
national price is discussed, : =

Whereas exchanges exist for wheat and:other internationally
‘traded agricultiral products, in such main-international markets: as
Chicago, New -York and London where quotations are formulated daily

providing guides and standards for international trade, no.such
trading exchanges exigt in the case of pepper.
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Table G~1  Annual Average Price of Pepper, 1980

Source:’

‘U.S. Bureau of Labor Statistics
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New York Spot Price for Black Pepper 18t
(Lampong Black)

year Price (¢) Year  Price {¢) Year  Price (¢)
1890 25.4 . 1921 20,1 1952 338.8
a1 192 22 22.3 53 280,9
92 15.2 23 23.8 54 161.4
93 13,2 24 24,5 55 98.8
94 11.5 25 50.7 56 69,4
95 1150 26 56.4 57 59,7
96 11.0 27 70.1 58 57.3
97 14.6 28 83.1 59 67.0
98 19.6 29 75.8 1960 128,13
99 24.7 1930 47.6 61 100.5
1900 28,4 31 27.3 62 80.7
01 28.4 32 22,0 63 73.9
0z . 27.9 ' 33 18,3 64 85,3
03 28,4 34 24.3 65 103.4
04 27:1 35 17.0 66 95.0
05 26,9 36 12.1 67 72,1
06 25.1 37 13,4 68 72,8
07 21.8 38 11.9 69 92.8
08 15.9 39 B.8 1970 127.0
09 15.7 1240 9,0 71 109.8
1910 17.6 41 13.4 72 100.5
i1 21.4 42 14.6 73 125.2
12 25.4 43 15,0 74 181.4
13 24.0 44 16.5 75 197.3
14 25.6 45 22.0 76 249,1
15 30,0 46 86.2 17 277.8
16 - 38,0 *47 96.7 78 234.,1
17 52,0 48 137.1 79 233,9
18 56.4 49 234.8 1980 196.9
19 44,5 1950 360.2 81 186.3
11920 31.3 51 373.2 g2 165.0

Note The price for 1982 is as of March 1982.
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Although it may be said that the ‘international price of pepper is
formilated in the main markets in which trade is concentrated, the
rformulated™ price of. each market is the Yepresentative price derived
by the various contract prices among individual dealers and users and
not ags clear-cut ‘as exchange quotations.

As-already statgd{_dealers,.brokers, exporters, importers, and
user representatives; with offices in these markets, carry out nego-
tiations and draw up contracts between themselves. They make business
decisions based on information which they obtain from around the
world, and speculative trade carried out on the basis of privately-
acquired and undisseminated information has diminishead because, i) the
advance of: communications such as the international telephone call and
telex has facilitated the collation of iunformation and, ii) infor-
mation processing by computer allows decisions to be made more quickly
than ever -before. The increase in direct trade hetween suppliers and
large users has also reduced speculative bargaining.

The influential markets in formulating the international price of
pepper are New York, London and Singapore, and their features are
described as follows:

A New.Ybrk Market

The New York market is one of the main markets handling the
pepper imported by the United States and other countries in the
Americas, and is the market handling exports from Brazil to the
United States and other countries. Mitsui & Co., Ltd., a large
trading firm for Brazilian exports, handles almost all of the trade
‘in this market. .Theé trade of Lampon Black from ¥ndonesia, in which
the U.S. is the biggest importer, is conducted through the New York
Branch-of the Central Indonesian Trading Company with dealers in
the market. (It is said that the company does not sell) pepper
directly to users.)

Contracts which are concluded in the market are standardized
according to the guidelines established by ASTA (American Spice
Traders Association), and there are four types of contract: a.
Import CJI.F. and F.0.B. contract; b, Import ex-dock contract; c.
Spot contract; and d. Future delivery contract.

k. London Market

The United Kingdom is the world's largest pepper importer and
re-exports to European countries. A large portion of the direct
exports from producing countries to Buropean countries are also
handled in London Market. fThe pepper traded in this market comes
mainly from Asian countries. However, as already mentioned, pepper
from India is being increasingly exported directly to the USSR and
Fast European block with the result that the volume traded in the
London Market is now small.
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Althoﬁgh’wellnestablished dealers {dealing in other spices ag
well as pepper) have beeén the dominant Force, curry makers and
other users also ‘buy in the market, and some ‘of the older major
dealers, opexatlng concurrently food and: splce processmng, also
participate as buyers in recent years.

To'facilitate'trade in this market, the standard form of
pepper contract,  established by the London General Broker's Associ-
ation is used. - '

¢. Singapore Market

in additioh-to the pepper transited via this. country, pepper
directly exported by Indonesia and Malaysia is often traded in the
Singapore Market. _‘Although Malaysian government policy is to
encourage Malaysian exporters to deal directly with overseas buyers,
mach of the trading is still conducted by dedlers in Singapore.
Almost all the merchants in the market are Chinese, although some
dealers in-London have set up business offices in Singapore.

It goes without saying that-daily guotations inm each of the above
markets, made known to each other on the same day, influence one
another. Besides the three major markets, there are markets, for
example, in Hamburg and Hong Kong, although the volume of trade in
these markets is less than the three major markets, thereby having a
minor influence on the world distribution. '
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PROSPECTS AND OUTLOOK

I. Ghort term Pr03ect10n

Since 1978, pEPPer prlcps have suffered from a declining trend
(See pable G-1 and ¥ig. G-2 and Appendix Fig. 2), and it has been
reported that due to these falling prices there has been some conver-
sion of pepper cultivation into the growing of more profitable crops,
including cacao in Malaysia in 1981-1982, and that in Brazil the
reduced use of fertilizers and reductions in the labor force have also
led to a decrease in output. However, the level of exports from these
two countrles has not shown any decline, and thus their stock of
pepper must have been reduced. In addition to this decrease in stock,
observers believe that Brazil's peépper output in 1982-1983 will be
smaller than usual, and that as a result the price will rally. In
fact, information from trading firms indicates that the price of
BraZIIJan pepper exported to Japan in January 1983 was higher by $200
per ton on a CIF basis. If the price rebounds, pepper output will
increase, conblderlng the past cycle of produatlon. The FAD has also
made a similar observation (FAOQ, Commodity Review and Outlook,
1981-1982). '

The FAC further points out that the IPC countries are making
joint efforts to control foot rot and that Brazil ig at the stage of
development- of new clones which have a greater resistance to the
fuzarium fungi. = The Organization considers that if these efforts are
strengthened, there will.-be a possibility for further increases in
output. = These observations are given in FAO's medium-term prospects
for pepper production (for details of foot rot and fuzarium, see Sec-
tion A, Introduction). In addition, the governments of IPC-affiliated
countries have taken measures to cope with the recent decline in
pepper prices, including price supports for the producers. At its
general meeting in September 1982, the IPC agreed on the establishment
of a minimum export price as its joint policy.1) If this measure is
actually taken, it will give added incentive to the farmers, or at
least have the effect of preventing a further decline in output.

1I, Long-term Projection

In this Study, we have conducted ecconometric model proijections

1) IPC's recommended minimum prices are 70 cents/pound for Brazilian

and Malaysian ASTA black pepper on an FOB basis, 72 cents for the
Indonesian product and 73 cents for that from India.

{4]-157



both of vegetable oi]“ as a whole and of the main vegetable oils, as a
means of forecasting the long~term: prospects {see the ochaptey on
Oilseeds)..  In. that. connectlon, we have alao made ‘projections for
peppear ubmng the same method which has' already been descrlbed in
detail in: the chapter on Oilseeds and need not be repeated here.. In
short,. FAO data has been uged to conduct a time series extrapolation,
Table H-1 below summarizes the regults for the” world total, the deve-
loping countries in Asia (1nclud1ng Indla, Indonesia, Malay81a, Sri
Lanka and Thalland), and Bra?il.

Table H-1 World: Pepper P:bduction and Exports

Produé#ion

. o _ (ton)
T P T 1990, . .. 2000
1970 © . 1980 Tl
P 7T (Estimated)  (Estimated)
World total 105,642 186,272 . . 237,340 - 295,200
Developin: L TP
eveloping . 86,491 117,261 128,350 137,990
countries in Asia = o o L
Brazil . _ 14,262 62,458 106,550 - 156,260
Exports'
o  Gan 1990 . 2000
19 1980
.'79- - (E&tlmated) {Bstimated)
World total - 103,504 165,751 222,510 277,530
DEV61°pl“g L 49,735 87,980 $55,640. 184,910
countries in Asia - : : A , _
Brazil o 9,018 31,966 51,940 82,970

The results of the above projections forecast that pepper produc-
tion will continue to grow at a rate lower than in the 1970g, the base
years for the projection; i.,e., at an annual rate of about 2.5%, By
regions, Brazil's growth will be far greater than that of the deve-
loping countries in Asia, and Brazil will be produclnq more than half
of the world's total by the year.ZOOO.

Thls projection uses the- 19703 as. the bage period. As a result,

the growth rate for Brazil, which has enjoyed a rapid growth in pepper
productlon during this decade, has reglstered a high 1evel. On the
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céntrafY£.MﬂlaYSia suffered from a low yield per acre in the 1970s,
and the fiqure for the developing countries in Asia is consequently
1owi 1) The_projection th¢refore indicates a reversal in the year 2000
of the respective sharés’hgld; when Brazil is expected to replaée the
asian countries as the world's top producer. Pprecise data for the
declining yield per acre in Malaysia in the 1970% are not available,
put decreasing production will not continue there in years to come.
sherefore; the extent of reduction in ocutput in the country will not
be as large as is indicated by this projection.

our export projection indicates that Malaysian exports will level
off in the  future, -Moreover, it may be reasonable to assume that the
production share of the Asian producing countries and Brazil will
underge smaller changes than the projection suggests,

The results of ocur projection for imports indicate that the share
of countries with planned economy will become greater.

The above-mentioned projection has produced some unrealistic
results, -@s mentioned above, because of the short base period used.
As stated earlier in the section on international prices, the demand
in traditional importing countries such as Europe and the United
States will shbw a slow growih in the long run. In these countries,
per capita consumption has almost reached saturation point, and fur-
thermore their rate of population increase is low. :

~In the other regions, some countries showed a conspicuous and
rapid growth'in pepper demand in the 1970s. While the growth in con-
sumption in the traditional major importing countries during the
decade was in:the range of 20 to 80%, the rates of growth in the coun-
tries listed in Table H-2 were several times higher.

This Table contains data on these two groups of importers based
on their average level of pepper imports in 196971971 and 1979/1981,
and on increases in import levels during the 1970-1980 decade by
indexes (based on -data from FAO's Trade Yearbook).

In the new major importing countries shown in Table H-2, per
capita pepper consﬁmptibn_is still less than half that in the tradi-
tional major importing countries, with the exception of Saudi Arabia.
Table H-3 below shows the estimated per capita consumption in the two
groups of countries, obtained by dividing their respective average
level of imports in 1979/1981 (for China and Mexico, imports plus
domestic output) by their population in 1980.

1) In the projections contained herein, the figures of production pro-
jection are the products of the projected harvest area multiplied
by yield per unit area.
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Table H-2 Comparison of Increases in Imports by Praditional and
New Importing Countries S

(ton)
Tradlttonal Major. Importers e New MQJOI Importers
Index = . . Index
1969/71 1979/81 (560771 | 1969/71 1979/81" (1969711
e . : : average avera (N
average average o) . . - . :g age 100)
' : .'Ja"an_: .2l530 .7.327,. 200
Germany, 6,442 11,313 176 koféa . ' . t ; :
FR : ' - 130 867 667
UK 3,209 5,390 168 Rep, of . -
France 4,233 7,739 183 China <0 1,157 0 3,100 268
USA 24,859 30,739 124 Saudi Arabia 556 4,250 764
USSR 8,733 12,434 142 Egypt 377 1,836 487
. - Mexico 455 1,322 293
Table H-3 Estimated Per Capita Consumption
in Traditional and New Importlng Countrles'
Traditional Major Imporﬁers . New. Major Importers -
Imports Popula- Per capita Imports Populae Per capita
(1,000 tion  consump- (1,000 tion  consump-
tons) (1,000} " tion (g) o tong) {1,000) tion {q)
g Japan . 7,32 16,78 )
Germany, 11,313 61,561 183 apan ..,327 1 ;,7 2 62
FR | - Koxea, 867 38,455 22
UK 5,390 56,210 95 Rep. of ‘ )
France 7,739 53,93 143 China* 4,400 994,913 : 4
UsA 30,739 227,658 135 Saudi - .
USSR 12,434 265,540 47 Arabia 4,250 8,960 4n
Egypt : 1,836 41,963 43
Mexico* " 3,322 69,752 N

* Figures in the column showihg imports for China and Mexico indicate
the total of pepper imports and domestic output for each country. The
figure for China's per capita consumption is abnormally low probably
because FAQ statistics for China's pepper output have been
underestimated.
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The circumstances behind the expansion of pepper consumption in
Japan have been discussed above., In other countries which have
experienced a rapid increase in consumption, a similar trend can be
observed: greater consumption of meat and processed foods. The
demand for meat is also maid to have a high income elasticity in
developing countries (see [7] Beef, Section on Consumption). The
Republic of. Korea, Egypt and Mexico, three of the importing countries
shown in Table H-3, saw a higher growth of income and more rapid
industrial development than other developing nations in the mid-1960s
and thereafter, and they are now classified in the group of newly-
1ndustr1a1121ng countries (NICs) by the United Mations. In this cate-
gory of countries, increased consumptlon of meat and processed foods
is considered to be brought about by higher lncomes, industrialization
and urbanlzatlon, accompanied by changes in people’s lifestyles. At
present,_there are only nine NICs among the more than one hundred
developlng countries. The number of other developing nations which
will experlence economic growth and industrialization similar to that
in the Republi¢ of Korea, Egypt and Mexico will greatly affect future
world demand for pepper.

1IT, - Concluding Remarks

In view of the results of our projections and the prospects for
growth in demand descrlbed above, world production of pepper will con-
tinue to increase and the share held by Brazil of world production
will also_grow.. As discussed in the section on major producing
countries, however, Brazil will have to deal with the incidence of
disease if she is to expand her market share,

Brazilian pepper output recorded a rapid increase in the 1970=
because the country succeeded in entering the world markets, and this
is because the. country's export price was always lower than that of
other producing nations. If Brazil is to continue increasing her out-—
put of pepper in the future, she will have to maintain her price com-
petitiveness., 1In addition, the country will be required to improve
its system of standardization and inspection to offer products of
higher quality.
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(4~2-2] GUARANA AND BRAZIL, NUTS

INTRODUCTION

Most or all of the world production of guarana and Brazil nuts
takes place in Brazil, and the same applies to their exportation.
conseguently, the source of most of the relevant data is Brazil, with a
small amount of data also obtainable from other countries. Furthermore,
gince these products are relatively new as international conmodities,
there is little worldwide data available.

Before proceding, therefore, it should be noted that the trend ana-
lyses and outlook for the commercialization of guarana and Brazil nuts
in this repert are based on the limited materials available, and that
this report has also been compiled in cooperation with Japanese
enterprises dealing with these commodities.
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A.

{4-2-2-11  GUARANA . .

PRODUCTION AND EXPORT

1. Production

Brazil holds an overwhelming share compared to other producing
countries in the production of guarana. The recent trends of guarana
in Brazil indicate that the cultivated area and lewvel of production
have been expanding year by year, and guarana seems to have secured
the status of -a specialty product of Brazil (Table A-1}.

Table A-1 Trends in Cultivated Area, Production
and Yield per Unit Area of Guarana

Cultivated area Production Yield

(ha) (MT) {(kg/ha)
1975 2,350 180 .77
1976 2,900 290 100
1977 3,300 400 121
1978 3,411 440 129
1979 3,932 650 165
1980 3,932 650 165
1981 4,000 700 175

Source: Institute of Brazilian Geographical
Statistics (IBGE}

It is said that it was only in 1816-1817, when guarana was first
brought into France, that its existence and utility became known to
foreign countries, in particular the Furopean countries. However, it
is possible that the native peoples of the Amazon region have been
consuming guarana beans from early times, since the seeds have the
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property of overcoming feelings of hunger. It is also said that
guarana came to be known in Brazil through immigrant Portuguese set-
tlers who made w1despread claims 1t4 efficacy ag a tonic. In Brazil
today, guarana ‘geeds are used as.a material for syrups, tinctures,
tablets and liquors, besides being used in cooling beveragas and invi-
gorating agents, utilizing the high content of caffeine {CgH1 0Ny},
theobromlne (C7H802N2),_sapon1n and fats contained in the seeds,

it is sald that guarana is dlfflcult to cultivate in locations
other -than its places of origin, which are limited to the upper
reaches of the Amazon region in Brazil and some parts of Venezuela and
Colombia,

I¥, Exports

Less than 10% of the total production of guarana in Brazil is
exported even in years when the level of exports is high, while only
about 1.5% of production is exported in the leaner years, and most of
the product is domestically consumed, The ratio of exports to produc-
tion during the past 10 years has remained within 10%, but the range
of fluctuation has been very wide (Table AR-2). This may mean that the
consumption of quarana has not taken root in the main importing
countries,.

Table A-2 annual Production and Exports of Guarana

[kg, %)

Production  Exports Ratio of exports

1975 180,000 13,222 7.3
1976 290, 000 18,200 6.3
1971 400,000 18,820 4.7
1978 440,000 17,110 3.9
1979 650,000 59,424 9.1
1980 " 650,000 64,600 9.9
1981 700,000 10,824 1.5

Source: Bank of Brazil, Export/Import Deparment (CACEX)

the main importing countries of the guarana produced in Brazil
are Japan, the United States and the Federal Republic of Gexmany. The
combined volume of expoftS'to these three countries has accounted for
90.7% of the total exports on an 10 year average from 1972-1982, while
exXports to other countries are extremely small in quantity (Table A-3).
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Table A-3 Export Trends, by Importing Countries

— - - (kfj,

Japan USA Germany, FR 3 coun- Other countries A

Exports Share Exports Share Exports Share ;;;ig Exports Share Totay

1972 2,309 43.7 ¢ ¢} 1,070 20,3 64.0 1,900 36,0 5,27
1973 4,150 26.3 3,000 8.3 6,750 42,9  77.5 1,900 - 22,5 15,35
1974 4,120 66,0 1,300 20,8 400 6.4 93.2 425 6.8 g
1975 4,550 34.4 2,722 20.6 5,500 41,6  96.6 450 3.4 13,3
1976 = 9,200 50.5 7,050 38.7 1,300 7.1 96.3 650 3.7 13,2
1977 10,720 57.0 5,000 26.6 2,000 10,6  94.2 1,100 5.8 18,43
1978 12,230 71.5 2,850 16.7 1,600 9.4 97.6 410 2.4 17,110
1979 16,100 27.1 38,574 64.9 4,500 7.6 99.6 - 250 0.4 59,4y
1980 130,750 47.6 29,300 45.4 4,500 7.7 99.9 50 0.1 64,600
1381 9,530 88,0 0 0 0 0 88.0 1,294 12.0 19,3n

Source: Bank

of Brazil, Export/Import Depattment'(CACEX)

As shown in Table A-3, of the three main export destlnatlons, the
fluctuations of imports in the United States and the Federal Republic
of Germany are remarkable compared with the stable imports by Japan,
This may indicate that use of guarana is limited in the former two
countries and wide and stable demand has not yet hean establlshed

there.

In recent years, fluctuatlons in the prlce have also greatly
affected import and export of this product.

The United States and the Federal Republid of Germany increased
their imports in 1979 and 1980, but in 1981 these levels fell steeply
to the peint where these countries were not importing any guarana at

all, due to
year {Table
decrease in
for the two

the price rising threefold of its level in the previous
a-4), In.the same year, dJapan also registered a steep
imports, although the decline was not as drastic as that
countries, i

Table A-4 Export Price of Guarana (FOB)

_ (US$/kg)
1975 1976 1977 1978 1979 1980 1981 1982
12.0 10,3 10.0 9.6 8.5 = 8.8 27,8 1718

“{estimate)

Source: Bank of Brazil, Export/Import Deﬁartment (CACEX)
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It is reported that one factor contributing to the rise in price
in 1981 was the large-scale purchasing of guarana by the Coca Cola Co.
of Brazil, in addition to an increase in domestic consumption due to
the popularity of guarana in Brazil.

As a result of this rise in price, exports of guarana from Brazil
fell to a level below that prior to 1979, During this period, it -
seems that the major importing countries compensated for the shortage
by using their own domestic stock of guarana which had been imported
up to the previous year.

B, IMPORTS BY JAPAN

1. Import'Trends

Mozt of -the demand for guarana in Japan is for wvse as a heverage
additive, i.,e., -as one of the materials of beverages. The level of
imports. in the 1970s showed a gradual increase, while that in {980
showed an unprecedented large increase (Table A-3). This is probably
due to the fact that a leading beverage manufacturer in Japan dealt in
futures in expectation of future demand, while at the same time start-
ing merchandize development of guarana products.

The steep decrease in imports in 1981 was mainly caused by Japan
buying less guarana due to its rise in price, as in the case of the
United States and the Federal Republic of Germany, and also because
the leading beverage manufacturer mentioned above switched from using
guarand as an additive in its products to a substitute material.

As- seen in 1981, the drastic rise in price had a direct effect on
the level of imports, although it can be noted that slight fluctua-
tions in the import price are not a factor influencing the quantity of
imports to any large extent. Furthermore, there is no tariff barrier,
since the customs tariff in all of the importing countries is 0%,
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I1. Imporfs and Uses

ro date, guarana has been imported in the form of the bean. A
leading beverage manufacturer has recently imported.it in the form of
an extract, which may be regarded as an intermédiate-produét,-ih a
tie-up with an enterprise in Brazil, but that is a rare- case. Import-
ing guarana in the form of an extract is more costly than importing
the bean itself, since extracts are treated as processed goods on
which import tax is levied, .and also because the level of extraction
and refining technology in Japan iS'higher..'Accordingly,iimporting
the bean not only costs less put is alsoc more stable in termg of both
cost and quality under present'conditidns- While it is possible that
imports of the product in the form of ap extract as by the ahove
Japanese manufacturer will expand,. the current indications are that
imports of the beans themselves will continue as before.

Ninety percent or more of the'démand in Japan for guarana com-
prises its application as an additive for cooling beverages, espe-
cially aerated beverages. Another minor application is its use as an
additive for health toniecs and chewing gum. '

Some guarana bevérages in Japan contain guarana as their main
ingredient, while in others it is a supplementary ingredient.
However, the share held by guarana beverages is very small, at only
0.2% of aerated beverages as a whole in 1981. This situation may he
due to the fact that guarana itself has no distinctive taste or fla-
vor, and perhaps more importantly that the majority of ‘the beverage
manufacturers whose products contain guarana are small-scale enterpri-
ses, whose consumer demand i1s less due to their advertising power and
sales networks being smaller. ' '

Table B-1 - Trends in Consumﬁtion'bf Bevérages
Containing Guarana

_ (x1, %)
Consumption Share of‘ae;ated
: -beverages
1972 . 7,000 0,3
1973 7,300 0.2
1974 ‘7,000 - 0.2
1975 6,000 a.2
1976 - 5,000 0.2
1977 4,500 0.1
1978 5,500 0.2
1979 6,000 0.2
1980 5,000 0.2
1981 4,000 0.2

Source: Japan Cooling Beverage Assoclation
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As a result of these circumstances in Japan, the consumption of
peverages featuring guarana as an ingredient has been overwhelmned by

other products of leading makers and currently shows a slightly
declining trend. _

The. import of guarana into Japan involves the problem of classi-
fication by use, and it is normally necessary to follow the procedures
provided by the Miniatry of Health and Welfare under the brugs, Cos-
metics and Medical Instruments Act 1} or the Food Sanitation Act.Z)

¢. CONCLUDING REMARKS ON CONSUMPTION IN JAPAN

In recent years, a greater interest than ever in the past for the
maintenance and improvement of health has been observed in Japan, and
consequently the consumption of various health drinks has expanded.

One such dripk 3) containing quarana as one of its ingredients,
perhaps one of best sellers, is being marketed by a chemical medicinal
company, and'this_beverage is a typical product carrying the name
"health drink“. -Sales of this drink have increased every year for the
last 5 years, with an estimated 1.2 billion bottles (containing 120 ml
gach} being produced in 1982, Company sources predict continued growth
in sales in the future. '

1] The Drugs, Cosmetics and Medical Instruments Act
Guarana is included in the item "materials used mainly as drugs”,
as per the decision made by the Ministry of Health and Welfare in
1971 categorizing the materials which fall under drugs, cosmetics
and medical instruments. Guarana is not classified in these provi-
sions in terms of its efficacy and effects as a drug, but rather as
a processed product in such forms as pills, capsules and packages.

2) The Food Sanitation Act
This ‘Act covers substances ingested orally other than drinks and
drugs. Importérs are required to register imports with the Food _
Monitofing'Seétion, attached to the Ministry of Health and Welfare,
located at main airperts and ports throughout the country.

3) As a reference, the ingredients listed on the label of the drink are

shown here, . {(cont'd. on next page)
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A wide sales network for this beverage has been established; and it
is sold in stores and in all railway station stalls throughout Japan,
with active advertising being carried out.in the mass media such as
radio, television, newspapers and magazines,

A particularly interesting fact ig that in 1980 several leading
enterprises began to participate in the productibn“of;aerated guarana
beverages and health drinks containing guarana. - According to an enter-
prigse which has developed an aerated bheverage with guarana as its main
ingredient, the motivation for the commercialization pf‘this product is
the expectation that guarana has consumer appeal due to its novelty and
fresh image, since the existing aerated beverages appear to be somewhat

declining in populality.

Furthermore, another enterprise which is participating in the field
of health drinks has evaluated the properties of guarana as being useful
in the maintenance and improvement of health.

As mentioned above, however, guarana is'not commercialized as a
product in itself but is always used as only one of the domponent ingre-
dients constituting the whole, both in the case of refreshing and health
dArinks. Therefore, whether or nol guarana is contained in any par-
ticular product is not a factor directly bearing on the trends of con-
sumption of the commodity.

Consequently, in order to increase future demand for guarana as a
beverage material in Japan, it is likely that the fellowing ¢onditions
will be required,

Firstly, stability of the export price without large fluctuations.
Secondly, the participation of well-khown enterprises with large capital
resources which are trusted by consumers. Here; both the high quality
of the product developed.by the enterprise and the method of advertise-
ment to the consumers are important. These factors must be given
serious consideration as a matter of course, in view of the charac-
teristics of guarana. o -

(Note cont'd, from p. [41-178)

Sugar (cane sugar, syrup of glucose and fructose), honey,
guarana extraect (natural-caffein)*, essences, vitamin €,
citric acid, nicotinamide, vitamin Bg, vitamin Bj, liquid
vitamin P, L-phenylalanine, L-isoleucine, DL-threonine and
L~glutamic acid S

* underlined by the author of this report,
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[4~2-2-2] BRA%ZIL NUTS

4. PRODUCTION AND EXPORT

1, Production

Br321l nuts are mainly produced {most of them naturally grown)
in Brazil, their place of origin, with only a small quantity being
produced in Peru, Bolivia, etc.

At present, the production of Brazil nuts is much smaller than
the main nuts such as almond, cashew nut, hazelnut and walnut {Table
A-1), and accordingly the demand for Brazil nuts remains at a low
level,

Table A-1 Comparison of Production Trends among the Main Nuts
and Brazil Nut

Cashew nut - Almong Hazelnut Walnut Brazil nut

(Raw seed (Shelled (Unshelled (Unshelled (Unspecified)
basis) basis) basis)  basis)
{975 510,000 177,500 445,100 236,700 51,720
1976 380,000 235,Q00 329,200 225,300 61,044
1977 338,000 224,500 410,600 225,200 53,958
1978 335}000 184,300 426,200 217,200 40,449
1979 330,000 231,400 391,800 253,400 43,242
1980 330,000 239,500 401, 000 237,800 -
1981 362,000 322,800 541,400 254,300 -

Notes: 1) Unit: Long tons for cashew nut; metric tons for other nuts
2} Almond: world total; Brazil nut: total only of Brazil;
other nuts: the total of the specified countries
3) Cashew nut: by crop years; cother nuts: by calendar years
4) Sources: CACEX for Brazil nut; Gill and Duffus, Edible Nut
' Statistics, June 1982, for other nuts '
'5) Data for 1980 and 1981 for Brazil nut not available.
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In Europe, the importance of the'Brazil=nut-has heen recognized
gince the 1600s, and even today a large amount is imported by the
United Kingdom. :

IT. Experkt

1. Export Trends

The major exporting countries of Brazil nuts are Brazil, Peru
and Bolivia, with Brazil accounting for about 80% of the total
amount exported, namely, 18,000 tons out of the world total of about
23,000 tons in 1981. ’

The main importing countries, which import only in-shell
roasted and shelled dry nuts, are the United States, the United
Kingdom and the Federal Republic of Germany, and about 90% of the
total quantity exported from Brazil in 1981 was imported by these
three countries (Appendix Tables 1 to 3).

2, Position of Brazil Ruts

Imports of almonds, cashew nuts, hazelnuts; walnuts and Brazil
nuts by main consuming ﬁountries are shown in Fig. A-1. The percen-
tage share of imports held by each country for each type of nut
reflects the differences in preference for the various nuts.

In the United Kingdom, the import share of Brazil nuts is about
21%, which is almost the same as the shares held by the other nuts.
This probably indicates the deep-rooted demand for Brazil nuts in
this country.

In each of the other céuntries, howevef,-the import share
held by Brazil nuts is 10% or less, and the consumption of Brazil
nuts is not expanding as much as for the other nuts,

3. Export Price

- Until 1976, the export price of Brazil nuts showed a fairly
stable trend. However, in 1977 it registered a steep increase, and
remained at that level until 1979, while in 1980 it again decreased.
On the other hand, the volume of exports in each year showed
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Comparison of Import Share of each Nut
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Source: Gill and Duffus, Edible Nut Statistics, June 1982
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relatively large fluctuations, although the relationship between the
yolume of exports and the export price is not c¢lear.

The reason behind the fluctuations in the export price is
gald to be an imbalance of supply and demand, caused by fluctuations
in the yleld due to the weather conditions: for example, storm
damage causing blossoms to fall in the flowering period or the fruit
to fall prematurely. The details, however, are not clear.

It is difficult to clearly delineate the relationship between
the price of Brazil nuts and the price of other nuts because of the
lack of- su1table data on international prices on the same standard.
As shown in Flg. A-2, ‘as far as the relationship between the spot
price of Brazil nuts’ {shelled, mediums) and that of cashew nuts
(whole 300~320): in New York is concerned, the movement of both
prices was relatively parallel until the middle of 1977, but there-
after their prices have moved in opposite directions. The price of
cashew nuts, as reflected in the quantity of imports into the United
States (a major consumer), seems to fluctuate according to the
increases or decreases in the supply capacity of the market. Since
Brazil nuts cannot easily be replaced by other nuts, their price
saems to be determined mainly by the demand-supply situation exist~
ing between producing and consuming countries.

4. Customs Tariff Rates in Importing Countries

- The customs tariff rates for Brazil nuts in each of the
importing countries is 0% for the raw nuts, and consequently there
is no prablem in terms of customs barriers. With regard to proces-
sed goods, each country applies its own tariffs (Appendix Table 4).
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g, TRENDS OF CONSUMPTION AND USES

ﬁraiil nuts are consumed as a food, and are roughly classified as
fol lOW‘S .

a. Fried or roasted:. After being fried or roasted, nuts are seasoned
with galt, ete., and used alone or mixed with several kinds of nutg.

p. Confectionery products: After removing shells and peeling pericarp
nuts are chopped finely, sliced or diced and then placed on or mixed
inte cakes, cookies and candies, HNuts are also used as a core in
chocolate~coated confectioneries,

¢. Raw: Both the in-shell type and shelled type of nuts are eaten raw.
this form of consumption has to date accounted for the least amount
of demand of all the forms of consumption, but the demand for raw
nuts ag & food may increase in future due to a recent propensity to
natural foods, :

In contrast to almonds and cashew nuts, Brazil nuts have few dis-
tinctive features in terms of "taste” and "flavor", although in the main
importing countries, namely the United States, the United Kingdom and
the Federal Republic of Germany, they are used in the following forms:

a. in mixed nuts; b, as confectionary materials; and ¢. saten raw.

Recently, an increase in the consumption of raw nuts is especially
conspicuous., This trend seems to be caused by an orientation toward
natural foods, in which consumers now avoid the excessive intake of
fats, salt and sugar for the purpose of maintaining their health, and
seek unprocessed natural foods,

The consumption of Brazil nuts in Japan shows a strong trend toward
being used as a component of mixed nuts, and other uses are very rarely
seen, Compared with the wide range of uses in the United States and the
main importing -countries in Europe, the use of Brazil nuts in Japan is
limited in scope.

One major nut processor who handled about 90% of Japan's imports of
Brazil nuts from Brazil and Peru in 1982 (67 tons) reportedly used more
than 99% of them in mixed nuts (cil-roasted), selling the remainder as a
single commodity, This processor who holds a 30~35% share in the market
of all roasted nuts also sells other nuts to confectionery manufacturers
ag ingredients in bread, cookies and chocolate, but according to him
Brazil nuts are at present not used for such purposes in Japan. Smaller
food companies, which annually use 2-3 tons of Brazil nuts also use them
just as roasted nuts, mainly in mixed nuts.
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Brazil nuts are eaten as roasted nuts in Japan. On thie other hang,
they are consumed in a variety of forms, not only as roasted nuts, but
also as 1ngredlent9 in confectionery in the main Furopean importing
countries as well as in the United States. Japan's relatively narrow
utilization of Brazil nuts is partly due to the fact that they are not
well-known in the Japanese market. Adcording to the market andlysis
undertaken by the above nut processor {having at least twenty ~five vears
experience in handling Brazil nuts}, the taste of Brazil nuts appears
not to agree with the Japanese palate so .far. For thig reason, although
the market cannot be expected to rapidly expand, he feals ‘that the
rarity of Brazil nuts in Japan provides these dealers with a sales point
in promoting their use in mixed nits. PFurther, accordlng to. another nut
pracessor, despite the disadvantage of the Brazil nuts of having high
fat content, it is possible to establish them in the Japanese market by
making efforts to improve the processing méthod by such techniques as
dry roasting, or even to develop new uses.

The first: requ1rement for expandlng the markKet may be, however, the
stability of supply as descrlbed in detail later. Though thére-were a
considerable number of nut proceéssors who used ‘Brazil puts malnly ag
niked nuts a few years ago, today there are only a few companies because
of the difficulty in the stable acquisition of good-quality nuts. A
supply shortage is a serious problem for nut processors. If any nut
appearing on a label of miked nuts is not actually included, nut proces-
sors are prohlblted to sell them by the Law of Labelling. The instabi-
lity of supply is:-due not only to the system of production but also to
the distance from the producing countries. Moreover, from the point of
view of quality, long—dlstance transportatlon is not conducive to highly
fatty products llke Brazil nuts.

The proportion'of Brazil nuts in mixed nuts is alwmost constant
regardless of the price, because it-ig considered that they:cannot
easily be replaced by other nuts in Japan because of their taste. Since
almond, cashew and hazel nuts can be substituted for one another, and
there are sharp fluctuations in the price quotations for each, price
stabilization of the end product is attempted by adjusting the propor-
tion of each nut in each batch of mixed nuts. On the other hand, there
is little fluctuation in the proportion of Brazil nuts, namely about one
piece in a 100-~200 gram batch, and about three pieces per 500-700 gran
batch.
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