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ȱ

 The reputation of a firm is based not only on the quality of the goods it offers but also on 
its reliability as a supplier. The topic is especially important in international trade where one can 
observe differences in prices of a commodity from different origins, even accounting for the 
observable characteristics. In this study a model is considered where an importer decides the 
highest price that he is willing to pay for a commodity from a different origin but with the same 
characteristics as the one that he is currently importing.  If the reliability of both sources is different, 
one would expect that the less reliable source will receive a lower price. A hedonic price equation 
using data from a major trader of groundnuts in Rotterdam is estimated. The results indicate that 
there is a price differential not explained by the product characteristics that favors US groundnuts 
with respect to Argentine or Chinese groundnuts. The implications of the results are interesting, 
especially for developing countries trying to capture markets, since part of the price differential is 
explained by the importer's perception about the supplier reliability. Thus, building a reputation for 
the product may be a slow process consisting not only of producing the right quality but also of 
modifying the importer's perception.  

 Imports, Supplier reputation, Price differences, Trade, Groundnuts 

ȱ

1. Introduction 

Theȱmottoȱ ofȱ aȱ currentȱ Englishȱ commodityȱ tradingȱ firmȱ isȱ composedȱ ofȱ theȱ followingȱ twoȱ
phrases:ȱȈAlwaysȱinȱtheȱrightȱplaceȱatȱtheȱrightȱtimeȈȱandȱȈYourȱquality,ȱatȱaȱcompetitiveȱpriceȈȱ
(Carrexȱ InternationalȱLtd)ȱ [5].ȱTheseȱ twoȱphrases,ȱexpressingȱwhatȱ theȱ reputationȱofȱ theȱ firmȱ
standsȱfor,ȱareȱtheȱkeyȱforȱunderstandingȱthatȱtheȱreputationȱofȱaȱfirmȱisȱnotȱonlyȱbasedȱonȱtheȱ
qualityȱofȱtheȱgoodsȱitȱoffersȱbutȱalsoȱonȱitsȱreliabilityȱasȱaȱsupplier,ȱunderstandingȱreliabilityȱbyȱ
deliveringȱtheȱproductȱofȱtheȱagreedȱqualityȱatȱtheȱagreedȱtime.ȱ

Theȱ literatureȱ aboutȱ qualityȱ andȱ reputationȱ hasȱ focusedȱ itsȱ attentionȱmoreȱ onȱ theȱ externalȱ
qualityȱ ofȱ theȱ productȱ thanȱ onȱ sellersȇȱ reliability.ȱ Forȱ instance,ȱ inȱ Shapiro�sȱ papersȱ [13,ȱ 14]ȱ
suppliersȱdecideȱ simultaneouslyȱ theȱqualityȱ ofȱ theirȱproductsȱ andȱ theirȱ sales.ȱ Inȱhisȱmodels,ȱ
consumersȱ learnȱaboutȱtheȱproductȱqualityȱafterȱpurchasingȱitȱandȱ inȱthisȱway,ȱfirmsȱestablishȱ
theirȱreputation.ȱBecauseȱofȱthisȱreputation,ȱtheyȱreceiveȱaȱpremiumȱwithȱrespectȱtoȱtheȱpriceȱofȱ
productsȱfromȱlessȱreputableȱfirms.ȱȱ

Inȱagriculture,ȱ issuesȱofȱqualityȱandȱ reliabilityȱareȱparticularlyȱ importantȱdueȱ toȱ theȱ factȱ thatȱ
agriculturalȱproductionȱisȱexposedȱtoȱtheȱvagariesȱofȱmotherȱnature.ȱWeatherȱcanȱdeteriorateȱaȱ
harvestȱ andȱ reduceȱ notȱ onlyȱ itsȱ sizeȱ butȱ alsoȱ thatȱ portionȱ ofȱ theȱ cropȱ correspondingȱ toȱ anȱ
exportableȱquality.ȱItȱisȱimportantȱtoȱnoteȱthatȱtheȱdamageȱaffectsȱnotȱonlyȱfarmersȱbutȱalsoȱtheȱ
entireȱsupplyȱchainȱsinceȱaȱpurchaserȱ inȱoneȱstageȱofȱ theȱchainȱmayȱbeȱaȱsupplierȱ inȱ theȱnextȱ
stageȱofȱtheȱsupplyȱchain.ȱInȱthisȱsense,ȱ ifȱtheȱproductionȱofȱanȱagriculturalȱfirmȱorȱcountryȱ isȱ
moreȱ exposed,ȱ forȱ instance,ȱ toȱweatherȱ problems,ȱ purchasersȱmayȱ perceiveȱ theȱ firmȱ orȱ theȱ
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countryȱasȱaȱriskyȱoneȱor,ȱwhatȱisȱtheȱsame,ȱasȱaȱlessȱreliableȱone.ȱThisȱpointȱcanȱbeȱappreciatedȱ
inȱtheȱfollowingȱquoteȱbyȱChamberlinȱȱ[6]:ȱȱȱ

ȈNotȱonlyȱgoods,ȱbutȱ sellers,ȱmustȱbeȱ ȈstandardizedȈȱunderȱpureȱ competition.ȱAnythingȱ
whichȱmakesȱbuyersȱpreferȱoneȱsellerȱ toȱanother,ȱbeȱ itȱpersonality,ȱreputation,ȱconvenientȱ
location,ȱorȱtheȱtoneȱofȱhisȱshop,ȱdifferentiatesȱtheȱthingȱpurchasedȱtoȱthatȱdegree,ȱforȱwhatȱitȱ
isȱboughtȱisȱreallyȱaȱbundleȱofȱutilities,ȱofȱwhichȱtheseȱthingsȱareȱpart.Ȉȱp.ȱ8Ȭ9.ȱ

Theȱpurposeȱofȱthisȱpaperȱisȱtoȱaddressȱtheȱimportanceȱofȱsuppliersȇȱreliabilityȱonȱtheȱobservedȱ
priceȱ differenceȱ ofȱ aȱ commodity.ȱ Theȱ topicȱ isȱ especiallyȱ importantȱ inȱ internationalȱ trade,ȱ asȱ
globalizationȱ isȱmovingȱrapidlyȱ forward.ȱ Inȱ internationalȱ tradeȱoneȱcanȱobserveȱdifferencesȱ inȱ
pricesȱ ofȱ aȱ commodityȱ fromȱ differentȱ origins,ȱ evenȱ whenȱ accountingȱ forȱ theȱ observableȱ
characteristics.ȱ Itȱ isȱ thatȱ thisȱ isȱ theȱ caseȱ ofȱ theȱ groundnutsȱ soldȱ inȱ Rotterdam,ȱ whereȱ USȱ
groundnutsȱreceiveȱaȱpremiumȱwithȱrespectȱtoȱgroundnutsȱfromȱotherȱorigins.ȱAsȱpointedȱoutȱ
byȱCarleyȱetȱalȱ [4]ȱ Ȉreliabilityȱofȱ timelyȱdeliveryȱofȱgroundnutsȱ isȱaȱmajorȱ factorȱ inȱ theȱexportȱ
market.ȱChinaȱhadȱaȱproblemȱwithȱtimeȱandȱreliableȱdeliveryȱinȱ1993.ȱArgentinaȱhadȱproblemsȱ
inȱ1991ȱwithȱreliableȱdelivery.ȱ[�]ȱManyȱofȱtheseȱfactorsȱimpactȱonȱprice.Ȉȱ

Inȱaddition,ȱtheȱissueȱaboutȱexportȱreliabilityȱhasȱbeenȱneglectedȱinȱtheȱinternationalȱeconomicsȱ
literature,ȱdespiteȱitsȱimportanceȱforȱdevelopingȱcountriesȱtryingȱtoȱenterȱinȱalreadyȱestablishedȱ
markets.ȱȱ

Thisȱpaperȱbeginsȱwithȱaȱliteratureȱreviewȱofȱtheȱissuesȱrelatedȱtoȱpriceȱpremiumȱpaidȱdueȱtoȱaȱ
firm�sȱ reputationȱ forȱ theȱqualityȱofȱ itsȱproduct.ȱThen,ȱ inȱorderȱ toȱmotivateȱ theȱ firmȱ reliabilityȱ
issue,ȱ aȱ simpleȱ theoreticalȱ modelȱ isȱ formulated.ȱ Thisȱ modelȱ showsȱ thatȱ anȱ importerȱ orȱ aȱ
processorȱthatȱpurchasesȱaȱrawȱmaterialȱcrucialȱforȱ itsȱbusiness,ȱmayȱpayȱaȱpriceȱpremiumȱ(orȱ
chargeȱ aȱdiscount)ȱ toȱ theȱproductȱofȱ aȱ firmȱorȱ fromȱ anȱoriginȱ thatȱheȱbelievesȱ toȱbeȱ reliableȱ
(unreliable).ȱȱInȱtheȱsubsequentȱsection,ȱaȱhedonicȱpriceȱequationȱforȱgroundnutsȱfromȱdifferentȱ
originsȱ onȱ theȱRotterdamȱmarketȱ isȱ estimatedȱ inȱ orderȱ toȱ testȱwhetherȱ orȱ notȱ theȱ premiumȱ
observedȱ inȱ theȱpriceȱofȱUSȱgroundnutsȱ isȱdueȱ toȱobservableȱ characteristicsȱorȱ toȱ aȱdifferentȱ
factorȱthatȱisȱattributedȱtoȱexportȱreliability.ȱFinally,ȱsomeȱconclusionsȱareȱpresented.ȱ

2. Price premium literature 

Inȱgeneral,ȱtheȱeconomicȱliteratureȱhasȱfocusedȱonȱtheȱeffectȱofȱqualityȱuncertaintyȱonȱprices.ȱTheȱ
literatureȱ ofȱ priceȱ premiumsȱ dueȱ toȱ highȱ qualityȱ reputationȱ derivesȱ fromȱ bothȱ theȱ priceȱ
dispersionȱliteratureȱandȱtheȱeconomicsȱofȱinformation.ȱInȱtheȱcontextȱofȱhomogeneousȱproductsȱ
(i.e.,ȱnoȱdifferencesȱ inȱquality)ȱandȱ imperfectȱ information,ȱSalopȱandȱStiglitzȱ[12]ȱformulatedȱaȱ
modelȱwhereȱ consumersȇȱ ignoranceȱ aboutȱ theȱ locationȱ ofȱ lowȱ priceȱ productsȱ andȱ aȱ costȱ ofȱ
acquiringȱsuchȱinformationȱmayȱresultȱinȱanȱequilibriumȱwithȱpriceȱdispersion.ȱȱ

Shapiroȱ[13]ȱextendedȱtheȱframeworkȱtoȱtheȱcaseȱwhereȱaȱmonopolistȱsetsȱbothȱqualityȱandȱsalesȱ
andȱconsumersȱcannotȱobserveȱallȱ theȱ relevantȱattributesȱofȱ theȱproductȱbeforeȱpurchasingȱ it.ȱ
However,ȱtheȱproducerȱcanȱsignalȱconsumersȱthroughȱitsȱreputation.ȱHeȱshowsȱthatȱtheȱqualityȱ
theȱ monopolistȱ choosesȱ toȱ produceȱ isȱ lowerȱ underȱ suchȱ circumstancesȱ thanȱ inȱ aȱ perfectȱ
competitionȱsetting.ȱThisȱresultȱappliesȱbothȱinȱtheȱcaseȱwhenȱtheȱfirmȱchoosesȱtheȱqualityȱlevelsȱ
andȱmaintainsȱ itȱ duringȱ theȱwholeȱ periodȱ andȱwhenȱ theȱ firmȱ canȱ reviseȱ theȱ qualityȱ ofȱ itsȱ
product.ȱȱ

Shapiroȱ [14]ȱ considersȱ againȱ theȱ sameȱ settingȱ ofȱ firmȱ reputationȱ andȱ imperfectȱ consumerȱ
informationȱbutȱ inȱaȱ competitiveȱ context.ȱ Inȱhisȱmodel,ȱonȱ theȱoneȱhand,ȱ firmsȱ thatȱhaveȱ theȱ
reputationȱ ofȱ producingȱ highȱ qualityȱ productsȱ receiveȱ aȱ premiumȱ aboveȱ theirȱ costs.ȱ Thisȱ
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premiumȱcompensatesȱtheȱinitialȱinvestmentsȱmadeȱforȱbuildingȱreputation.ȱOnȱtheȱotherȱhand,ȱ
unknownȱfirmsȱenteringȱintoȱtheȱhighȱqualityȱsegmentȱofȱtheȱmarketȱwillȱbeȱsellingȱatȱaȱbelowȱ
costȱ priceȱ whileȱ investingȱ inȱ reputation.ȱ Therefore,ȱ untilȱ theȱ newȱ entryȱ firmȱ reachesȱ theȱ
reputationȱ ofȱ theȱ establishedȱ firms,ȱ theȱmarketȱwillȱ reflectȱ aȱ priceȱ premiumȱ inȱ favorȱ ofȱ theȱ
establishedȱfirmsȇȱproducts.ȱAnȱinterestingȱextensionȱisȱpresentedȱbyȱAllenȱandȱFaulhaberȱ[2]ȱforȱ
theȱcaseȱwhenȱtheȱproductionȱprocessȱisȱnoisyȱandȱtheȱsameȱfirmȱsometimesȱmayȱproduceȱhighȱ
qualityȱandȱlowȱqualityȱproducts.ȱThisȱ impliesȱthatȱdeducingȱtheȱqualityȱofȱtheȱproductȱbasedȱ
onȱpastȱexperiencesȱ(i.e.,ȱreputation)ȱwillȱalsoȱbeȱnoisyȱandȱtheȱequilibriumȱprobablyȱinexistent.ȱȱ

Inȱtheȱcontextȱofȱ internationalȱtrade,ȱBondȱ[3]ȱstudiedȱtheȱ impactȱofȱqualityȱdifferencesȱonȱtheȱ
welfareȱ ofȱ homeȱ andȱ foreignȱ countries.ȱ Specifically,ȱwhenȱ theȱ homeȱ countryȱ producesȱ highȱ
qualityȱ productsȱ andȱ opensȱ toȱ theȱ trade,ȱ itȱ willȱ importȱ lowȱ qualityȱ productsȱ ifȱ itȱ cannotȱ
distinguishȱbetweenȱ theȱdifferentȱqualityȱ levelsȱofȱ theȱproductsȱ andȱ thatȱoccursȱbecauseȱ lowȱ
qualityȱ productsȱ areȱ cheaper.ȱ Thisȱwillȱ resultȱ inȱ aȱwelfareȱ lossȱ forȱ theȱ homeȱ country.ȱ Thisȱ
problemȱ isȱ avoidedȱbyȱ theȱ introductionȱofȱ informationȱ suchȱ asȱ labeling.ȱFalveyȱ [9]ȱ extendedȱ
Bondȇsȱmodelȱ toȱ includeȱ reputationȱasȱaȱ signalȱusedȱbyȱconsumersȱ toȱ inferȱ theȱqualityȱofȱ theȱ
product.ȱ Asȱ inȱ Shapiroȇsȱ model,ȱ reputationȱ inȱ thisȱ modelȱ producesȱ aȱ premiumȱ forȱ thoseȱ
countriesȱwithȱreputationȱforȱsellingȱhighȱqualityȱproducts.ȱ

Inȱagriculture,ȱwhereȱnatureȱcanȱeasilyȱaffectȱ theȱqualityȱofȱproducts,ȱ internationalȱ tradeȱ (andȱ
alsoȱintraȱtrade)ȱhasȱturnedȱtoȱgradingȱandȱlabelȬofȬoriginȱinȱorderȱtoȱstandardizeȱproductsȱandȱ
ensureȱ theirȱ homogeneity.ȱ However,ȱ evenȱ inȱ someȱ casesȱ suchȱ asȱ groundnutsȱ tradedȱ inȱ
Rotterdam,ȱoneȱmayȱobserveȱpriceȱpremiumsȱpaidȱforȱ theȱcommodityȱofȱsomeȱspecificȱorigin.ȱ
Anȱalternativeȱwayȱtoȱdifferentiateȱproductsȱwhenȱtheȱqualityȱisȱsomewhatȱhomogeneousȱisȱbyȱ
theȱreliabilityȱofȱtheȱsupplier.ȱThisȱisȱanȱaspectȱthatȱhasȱbeenȱlessȱstudiedȱthanȱdifferentiationȱbyȱ
qualityȱ inȱ theȱ contextȱ ofȱ internationalȱ trade,ȱ althoughȱ itȱ hasȱ beenȱ addressedȱ inȱ theȱ laborȱ
economicsȱliteratureȱwhichȱhasȱreferredȱtoȱtheȱfactȱthatȱreliableȱworkersȱareȱpaidȱaȱpremiumȱ[7].ȱ

Reliabilityȱ isȱanȱ importantȱ factorȱbecause,ȱ evenȱ ifȱ theȱqualityȱofȱ theȱproductȱ isȱ standard,ȱ lateȱ
deliveryȱmayȱforceȱtheȱpurchaserȱtoȱincurȱadditionalȱcosts.ȱTheseȱcostsȱmayȱbeȱtranslatedȱtoȱtheȱ
priceȱ ofȱ theȱ productȱ originatingȱ fromȱ premiumȱ paidȱ toȱ reliableȱ suppliersȱ andȱ discountsȱ
allocatedȱfromȱunreliableȱones.ȱThisȱisȱtheȱtopicȱofȱtheȱnextȱsection.ȱȱ

3. Modeling the premium to supplier reliabil ity 

Toȱmotivateȱtheȱempiricalȱsection,ȱaȱmodelȱ isȱconsideredȱwhereȱaȱriskȱneutralȱ importerȱhasȱtoȱ
decideȱ theȱhighestȱpriceȱ thatȱheȱ isȱwillingȱ toȱpayȱ forȱaȱcommodityȱ fromȱaȱdifferentȱoriginȱbutȱ
withȱtheȱsameȱcharacteristicsȱasȱtheȱoneȱthatȱheȱisȱcurrentlyȱimporting.ȱȱIfȱtheȱreliabilityȱofȱbothȱ
sourcesȱisȱdifferentȱ(e.g.,ȱtheyȱdifferȱinȱtheȱprobabilityȱofȱdeliveringȱtheȱcommodityȱaccordingȱtoȱ
theȱ exactȱ termsȱofȱ theȱ contract),ȱoneȱwouldȱ expectȱ thatȱ theȱ lessȱ reliableȱ sourceȱwillȱ receiveȱaȱ
lowerȱprice.ȱThatȱis,ȱitsȱpriceȱwillȱreceiveȱaȱdiscountȱdueȱtoȱitsȱunreliability.ȱThus,ȱtheȱimporterȱ
comparesȱhisȱ expectedȱprofitsȱ fromȱ bothȱ sourcesȱ andȱ establishesȱ theȱpriceȱdifferenceȱ forȱ theȱ
commodityȱfromȱbothȱsources.ȱȱ

Letȱ usȱ considerȱ anȱ importerȱ specializingȱ inȱ theȱ tradeȱ ofȱ someȱ commodity.ȱ Heȱ hasȱ aȱ

transformationȱ functionȱ equalȱ toȱ
⎪⎭

⎪
⎬
⎫

⎪⎩

⎪
⎨
⎧

λ
= 1

0

a
La,

M
minQ ,ȱwhereȱMȱ isȱ theȱ commodityȱ purchasedȱ

abroad,ȱQȱisȱtheȱcommodityȱsoldȱinȱtheȱcountry,ȱandȱΏȱisȱtheȱshrinkageȱofȱtheȱimportedȱgoodȱifȱ
thereȱisȱanyȱwaste.ȱIfȱthereȱisȱnoȱwaste,ȱΏȱisȱequalȱtoȱone,ȱotherwiseȱitȱisȱgreaterȱthanȱone,ȱandȱ
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1
0

a
La ȱ representsȱ theȱotherȱ inputsȱ requiredȱ forȱ theȱ import,ȱwhichȱweȱwillȱassumeȱ toȱbeȱonlyȱ

labor.ȱ 0a ȱandȱ 1a ȱareȱpositiveȱparameters,ȱwithȱ 1a ȱbetweenȱzeroȱandȱone.ȱ

Theȱ importerȱ takesȱ theȱdomesticȱpriceȱatȱwhichȱheȱsellsȱ theȱcommodityȱasȱgivenȱ (sinceȱ itȱwasȱ
contracted)ȱandȱequalȱtoȱ SP ,ȱandȱtheȱpriceȱofȱhisȱreliableȱsupplierȱ(exporter)ȱofȱtheȱcommodityȱ
atȱ WP .ȱGivenȱtheȱpricesȱandȱtheȱtransformationȱfunction,ȱtheȱimporterȱwillȱsellȱtheȱamountȱ *Q ȱ
thatȱmaximizesȱhisȱprofitsȱ(1),ȱwhereȱmȱisȱtheȱlaborȱprice:ȱ

ȱ

1

1

0

S W

Q

aQ
P Q m P Q

aMaxπ λ
⎛ ⎞

= ⋅ − ⋅ − ⋅ ⋅⎜ ⎟
⎝ ⎠

ȱȱ (1)ȱ

Theȱsolutionȱofȱ(1)ȱyieldsȱtheȱfollowingȱexpressionsȱforȱtheȱquantityȱsuppliedȱofȱtheȱcommodityȱ
andȱtheȱprofits:ȱ

ȱ ( )
1

* 0 1 1
0

1S W

a

a a a
Q a P P

m
λ

⎧ ⎫⎛ ⎞ −= − ⋅⎨ ⎬⎜ ⎟
⎝ ⎠⎩ ⎭

ȱȱ (2)ȱ

ȱ ( )
1

*
1*

0 1
0

, , ; , ,S W W S W
aQ

P P m a a P P P Q m
a

π λ π λ
⎛ ⎞

⎡ ⎤ ⎡ ⎤= = − ⋅ ⋅ − ⋅⎜ ⎟⎣ ⎦ ⎣ ⎦ ⎜ ⎟
⎝ ⎠

ȱȱ (3)ȱ

Theȱ importerȱ isȱ approachedȱ byȱ anotherȱ exporterȱ thatȱ claimsȱ thatȱ heȱ canȱ alsoȱ supplyȱ theȱ
commodity.ȱHowever,ȱtheȱimporterȱthinksȱthatȱthisȱexporterȱisȱnotȱsoȱreliable,ȱandȱheȱwillȱhonorȱ
theȱcontractȱonlyȱwithȱaȱprobabilityȱequalȱtoȱΝ,ȱwhileȱheȱisȱassigningȱaȱprobabilityȱofȱoneȱtoȱhisȱ
currentȱexporter.ȱHeȱknowsȱthatȱifȱtheȱnewȱexporterȱdefaultsȱtheȱcontract,ȱheȱwillȱhaveȱtoȱhurryȱ
toȱ purchaseȱ theȱ requiredȱ commodityȱ atȱ theȱ spotȱmarketȱ payingȱ aȱ priceȱ equalȱ toȱ ( ) WP1 ⋅θ+ ,ȱ
whereȱΌȱisȱtheȱpremiumȱpaidȱforȱtheȱcommodityȱatȱtheȱspotȱmarket.ȱ

Theȱproblemȱtoȱsolveȱisȱhowȱmuchȱtheȱimporterȱisȱwillingȱtoȱpayȱtoȱtheȱnewȱexporter,ȱwhichȱheȱ
expectsȱmayȱdefaultȱ theȱcontractȱwithȱaȱprobabilityȱofȱ ( )ω−1 .ȱLetȱusȱassumeȱ thatȱ theȱcriterionȱ
usedȱbyȱtheȱimporterȱtoȱsetȱtheȱpriceȱtoȱtheȱnewȱexporterȱisȱderivedȱbyȱcomparingȱtheȱpresentȱ
valueȱofȱ theȱprofitsȱheȱmakesȱwithȱhisȱ currentȱ exporterȱ toȱ theȱ expectedȱpresentȱvalueȱofȱ theȱ
profitsȱthatȱheȱwouldȱmakeȱwithȱtheȱnewȱexporter.ȱThus,ȱletȱusȱassumeȱthatȱtheȱinterestȱrateȱisȱ
equalȱ toȱr,ȱwhichȱgivesȱusȱaȱdiscountȱrateȱequalȱ toȱ ( )r1

1
+=β .ȱThus,ȱ theȱpresentȱvalueȱofȱ theȱ

importer�sȱprofitsȱwhenȱheȱpurchasesȱfromȱhisȱtraditionalȱexporter,ȱisȱequalȱto:ȱ

ȱ 0

0

T i W

i

V Pβ π
∞

=

⎡ ⎤= ⎣ ⎦∑ ȱ (4)ȱ

Theȱpresentȱvalueȱofȱtheȱ importer�sȱprofitsȱwhenȱheȱpurchasesȱfromȱtheȱnewȱexporter,ȱ N
0V ,ȱ isȱ

equalȱ toȱ (5),ȱwhereȱ Κȱ isȱ aȱproportionȱbetweenȱ zeroȱ andȱoneȱwithȱ respectȱ toȱ theȱpriceȱofȱ theȱ
reliableȱexporter,ȱthatȱgivesȱtheȱmaximumȱpriceȱthatȱtheȱimporterȱisȱwillingȱtoȱpay.ȱ

ȱ ( ) ( ){ }0

0

1 1N W i i W i W

i

V P P Pπ φ β ω π φ ω π θ
∞

=

⎡ ⎤ ⎡ ⎤ ⎡ ⎤= ⋅ + ⋅ ⋅ + − ⋅ +⎣ ⎦ ⎣ ⎦ ⎣ ⎦∑ ȱ (5)ȱ

Therefore,ȱusingȱ(4)ȱandȱ(5),ȱtheȱvalueȱofȱΚȱisȱtheȱoneȱthatȱsolvesȱtheȱfollowingȱequation:ȱ
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ȱ ( ) ( )
( ) ( )

11
1 1

1 1 1

W W W
P P P

β ω
π φ βω π π θ

β β ω

⎧ ⎫⎛ ⎞−⎛ ⎞⎪ ⎪⎡ ⎤ ⎡ ⎤ ⎡ ⎤⋅ = − ⋅ − ⋅ + ⋅⎜ ⎟⎨ ⎬⎜ ⎟⎣ ⎦ ⎣ ⎦ ⎣ ⎦⎜ ⎟− − −⎝ ⎠⎪ ⎪⎝ ⎠⎩ ⎭
ȱ (6)ȱ

Itȱisȱclearȱfromȱ(6)ȱthatȱtheȱlowerȱtheȱprobabilityȱΝ,ȱtheȱlowerȱwillȱbeȱtheȱvalueȱthatȱtheȱimporterȱ
willȱbeȱwillingȱtoȱpayȱforȱtheȱnewȱexporter�sȱproduct.ȱThisȱisȱdepictedȱinȱ(7):ȱȱ
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Asȱshownȱinȱ(8),ȱtheȱgreaterȱtheȱpremiumȱpaidȱinȱtheȱspotȱmarket,ȱΌ,ȱforȱgettingȱtheȱcommodityȱ
onȱaȱrush,ȱtheȱlowerȱtheȱpriceȱthatȱtheȱimporterȱwillȱbeȱwillingȱtoȱpayȱtoȱtheȱnewȱexporter.ȱ

ȱ

( )1

0

W

W

P

P

π θ
φ θ
θ π φ

φ

⎡ ⎤∂ + ⋅⎣ ⎦
∂ ∂= − <
∂ ⎡ ⎤∂ ⋅⎣ ⎦

∂

ȱ ȱ

4. Hedonic price analysis 

Theȱpurposeȱofȱ thisȱsectionȱ isȱ toȱanalyzeȱwhetherȱorȱnotȱ theȱpremiumȱpaidȱ forȱUSȱgroundnutȱ
pricesȱinȱRotterdamȱreflectsȱonlyȱtheȱobservableȱcharacteristicsȱsuchȱasȱvariety,ȱsize,ȱwhetherȱorȱ
notȱtheȱnutȱareȱshelled,ȱetc.ȱorȱifȱtheȱobservedȱpricesȱalsoȱreflectȱotherȱaspectsȱthat,ȱinȱthisȱpaper,ȱ
areȱassociatedȱtoȱexporterȱreliability.ȱȱ

Inȱorderȱ toȱrelateȱgroundnutȱpricesȱwithȱ theȱcharacteristicsȱofȱ theȱgroundnutsȱaȱhedonicȱpriceȱ
equationȱ isȱestimated,ȱwhich,ȱaccordingȱ toȱCombrisȱetȱalȱ [8]ȱ isȱaȱusefulȱapproachȱ toȱstudyȱtheȱ
priceȬqualityȱrelationshipȱofȱaȱproduct.ȱTheȱmethodȱamountsȱtoȱaȱpossibleȱnonlinearȱregressionȱ
analysisȱofȱtheȱpriceȱonȱtheȱcharacteristicsȱofȱtheȱproduct.ȱTheȱimplicitȱpriceȱofȱaȱcharacteristicȱisȱ
definedȱ asȱ theȱderivativeȱ ofȱ theȱ priceȱwithȱ respectȱ toȱ theȱ productȱ attribute.ȱ Ifȱ theȱ estimatedȱ
implicitȱpriceȱisȱnotȱsignificantlyȱdifferentȱfromȱzero,ȱthenȱitȱisȱnotȱvaluedȱbyȱtheȱconsumers,ȱorȱ
theȱcharacteristicȱisȱnotȱconsideredȱimportantȱinȱconnectionȱwithȱtheȱproduct.ȱ

Itȱ isȱ importantȱ toȱ noteȱ thatȱ theȱ appropriateȱ dataȱ toȱ testȱ theȱ existenceȱ ofȱ priceȱ premiumsȱ isȱ
difficultȱtoȱfind.ȱIdeally,ȱoneȱshouldȱperformȱtheȱanalysisȱusingȱpricesȱpaidȱbyȱimportersȱforȱtheȱ
differentȱ groundnutȱ originsȱ andȱ byȱ separatingȱ themȱ accordingȱ toȱ theirȱ observableȱ
characteristics.ȱHowever,ȱ importȱdata,ȱevenȱwhenȱdisaggregatedȱbyȱaȱ sixȱdigitȱcustomsȱcode,ȱ
whichȱ isȱ theȱmaximumȱ levelȱofȱdisaggregationȱavailableȱ forȱEuropeanȱUnionȱ tradeȱdata,ȱ stillȱ
conveysȱanȱimportantȱdegreeȱofȱaggregation.ȱTake,ȱforȱinstance,ȱtheȱdataȱcorrespondingȱtoȱtheȱ
customȱ codeȱ 120220,ȱwhichȱpresentsȱ theȱ informationȱ forȱ shelledȱgroundnuts,ȱwhetherȱorȱnotȱ
brokenȱ (excludingȱ roastedȱ orȱ otherwiseȱ cooked),ȱ aggregateȱ groundnutsȱ ofȱ differentȱ sizes,ȱ aȱ
characteristicȱthatȱ isȱ importantȱtoȱexplainȱtheȱprice.ȱInȱaddition,ȱtheȱobservedȱunitȱvaluesȱmayȱ
alsoȱ representȱ importsȱcontractedȱatȱdifferentȱ times,ȱwhichȱ rendersȱ itȱdifficultȱ toȱcompareȱ theȱ
pricesȱfromȱdifferentȱgroundnutȱorigins.ȱItȱisȱinterestingȱtoȱnoteȱthat,ȱsinceȱmostȱofȱtheȱtradeȱonȱ
shelledȱgroundnutsȱ isȱ concentratedȱonȱ theȱmediumȱ sizeȱgroundnuts,ȱ i.e.,ȱ theȱ40/50ȱ size,ȱevenȱ
underȱaggregation,ȱasȱobservedȱinȱfigureȱ1,ȱitȱisȱpossibleȱtoȱinferȱthatȱUSȱgroundnutsȱareȱsoldȱatȱ
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aȱpremiumȱwithȱ respectȱ toȱ theȱ twoȱ otherȱ ȱ importantȱ originsȱ thatȱ exportȱ toȱ theȱNetherlands,ȱ
ArgentinaȱandȱChina.ȱȱ

600.0

700.0

800.0

900.0

1,000.0

1,100.0

1,200.0
Ja

n
-9

5

M
ay

-9
5

S
ep

-9
5

Ja
n

-9
6

M
ay

-9
6

S
ep

-9
6

Ja
n

-9
7

M
ay

-9
7

S
ep

-9
7

Ja
n

-9
8

M
ay

-9
8

S
ep

-9
8

Ja
n

-9
9

M
ay

-9
9

S
ep

-9
9

Ja
n

-0
0

M
ay

-0
0

S
ep

-0
0

Ja
n

-0
1

M
ay

-0
1

S
ep

-0
1

Ja
n

-0
2

M
ay

-0
2

S
ep

-0
2

U
S

$
/M

T

Argentina China US

 
 Netherlands, Import unitvalues from Argentina, China and US 1995 - 2002  

Source: Eurostat  

Forȱ theȱ periodȱ 1995Ȭ2002,ȱ theȱ unitȱ valuesȱ indicateȱ thatȱ onȱ average,ȱUSȱ groundnutȱ exportersȱ
receiveȱaȱpremiumȱofȱ136ȱUS$ȱperȱmetricȱ tonȱ (withȱaȱ coefficientȱofȱvariationȱofȱ51.9ȱpercent)ȱ
withȱrespectȱtoȱArgentineȱexportersȱandȱȱ147ȱUS$ȱperȱmetricȱtonȱ(withȱaȱcoefficientȱofȱvariationȱ
ofȱ39.5ȱpercent)ȱwithȱrespectȱtoȱChineseȱexporters.ȱȱ

 Comparison between import unit values and Aldebaran Commodities prices 

Argentina China US Brazil South Africa Sudan

Unit Values

  2001 795.8 707.3 913.2 701.5 787.4 579.8

  2002 743.7 655.6 812.2 641.5 652.8 497.8

Aldebaran Commodities 1/

  2001 786.3 735.0 826.7 785.0 823.3 n.a.

  2002 712.5 673.8 787.5 696.3 780.0 n.a.

 
Source: Eurostat and Aldebaran Commodities.  
Note: n.a. denotes "not available" 
1/ Only 40/50 size 

ToȱperformȱtheȱhedonicȱanalysisȱdataȱfromȱtheȱpriceȱlistsȱofȱAldebaranȱCommoditiesȱ[1],ȱaȱmajorȱ
traderȱofȱgroundnutsȱinȱRotterdamȱwereȱused.ȱHowever,ȱthisȱanalysisȱisȱnotȱwithoutȱproblemsȱ
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sinceȱ theȱ pricesȱ reportedȱ inȱ theȱ priceȱ listsȱ areȱ saleȱ pricesȱ andȱ notȱ theȱ pricesȱ paidȱ forȱ theȱ
groundnuts.ȱInȱthisȱsense,ȱweȱareȱgoingȱtoȱassumeȱthatȱtheȱdifferencesȱinȱpricesȱillustratedȱinȱtheȱ
priceȱ listȱ alsoȱ reflectȱ theȱdifferencesȱ inȱpricesȱpaidȱ forȱ groundnutsȱ fromȱdifferentȱ origins.ȱ Inȱ
otherȱwords,ȱif,ȱforȱinstance,ȱtheȱpriceȱlistȱindicatesȱthatȱtheȱUSȱgroundnutȱpriceȱinȱRotterdamȱisȱ
higherȱthanȱtheȱpriceȱofȱArgentineȱpricesȱinȱRotterdam,ȱitȱmeansȱthatȱaȱhigherȱpriceȱisȱpaidȱforȱ
USȱgroundnutsȱ thanȱ forȱArgentineȱgroundnuts.ȱAlthoughȱnotȱperfect,ȱdueȱ toȱ theȱaggregationȱ
problem,ȱanȱ ideaȱcanȱbeȱderivedȱ regardingȱ thisȱ issueȱbyȱcomparingȱAldebaranȱdataȱwithȱ theȱ
unitȱvalues.ȱTableȱ1ȱpresentsȱsuchȱaȱcomparison.ȱ

Twoȱ aspectsȱ areȱworthȱ observingȱ inȱ tableȱ 1.ȱ First,ȱAldebaranȱ pricesȱ areȱ similarȱ toȱ theȱ unitȱ
values,ȱandȱbothȱsetsȱofȱpricesȱdecreasedȱfromȱ2001ȱtoȱ2002,ȱtherebyȱindicatingȱthatȱAldebaranȱ
pricesȱandȱ theȱunitȱvaluesȱareȱassociated.ȱHowever,ȱaȱconsistentȱpatternȱofȱcomparisonȱcouldȱ
notȱbeȱfound.ȱThereforeȱinȱsomeȱcasesȱAldebaranȱpricesȱareȱhigherȱthanȱtheȱunitȱvalues,ȱwhileȱinȱ
othersȱ theȱ situationȱ isȱ justȱ theȱ opposite.ȱTheȱ secondȱ aspectȱ isȱ thatȱ inȱ bothȱ setsȱ ofȱprices,ȱUSȱ
groundnutsȱconveyȱhigherȱpricesȱthanȱthoseȱofȱgroundnutsȱfromȱotherȱorigins.ȱTheȱthirdȱaspectȱ
shownȱ inȱ theȱ tableȱ isȱ thatȱ theȱUSȱpricesȱ areȱhigherȱ thanȱ theȱArgentineȱprices,ȱ andȱ theseȱ areȱ
higherȱthanȱtheȱChineseȱones.ȱTheȱfourthȱaspectȱisȱthat,ȱifȱweȱincludeȱBrazilȱandȱSouthȱAfrica,ȱ
bothȱsetsȱproduceȱdifferentȱpriceȱrankings,ȱbasicallyȱbecauseȱAldebaranȱdataȱshowȱhigherȱpricesȱ
forȱgroundnutsȱfromȱtheseȱtwoȱoriginsȱthanȱtheȱunitȱvalues.ȱ

Theȱhedonicȱpriceȱmodelȱtoȱbeȱestimatedȱconsistsȱofȱtheȱfollowingȱlinearȱequation:ȱȱ

ȱ 0 1 1 2 2 3 3 4 4 5 5 6 6 7 7 8 8 9 9iP Z Z Z Z Z Z Z Z Zβ β β β β β β β β β= + + + + + + + + + ȱ (9)ȱ

Where:ȱ

iP ȱ =ȱPriceȱinȱUS$/MTȱofȱtheȱiȬthȱtypeȱofȱgroundnutsȱ

0β ȱ =ȱInterceptȱȱ

1Z ȱ =ȱDummyȱ(Argentine=1,ȱotherwise=0)ȱ

2Z ȱ =ȱDummyȱ(Chinese=1,ȱotherwise=0)ȱ

3Z ȱ =ȱDummyȱ(SouthȱAfrica=1,ȱotherwise=0)ȱ

4Z ȱ =ȱDummyȱ(Brazil=1,ȱotherwise=0)ȱ

5Z ȱ =ȱDummyȱ(Sudan=1,ȱotherwise=0)ȱ

6Z ȱ =ȱSizeȱ(38/42ȱsizeȱequalȱtoȱ0ȱandȱincreasingȱwithȱsmallerȱsizes)ȱȱ

7Z ȱ =ȱDummyȱ(Runner=1,ȱotherwise=0)ȱȱ

8Z ȱ =ȱDummyȱ(Blanched=1,ȱotherwise=0)ȱ

9Z ȱ =ȱDummyȱ(Split=1,ȱotherwise=0)ȱ

ȱ
Theȱ explanatoryȱ variablesȱ canȱ beȱ dividedȱ intoȱ twoȱ groups:ȱ observableȱ characteristicsȱ andȱ
countryȱofȱorigin.ȱȱTheȱtwoȱmainȱobservableȱcharacteristicsȱforȱgroundnutsȱareȱvarietyȱandȱsize.ȱ
Regardingȱgroundnutȱvarieties,ȱaȱdummyȱvariableȱwasȱ createdȱ toȱdifferentiateȱRunnersȱ fromȱ
theȱ otherȱ varieties.ȱThisȱwasȱdoneȱ notȱ onlyȱ becauseȱRunnersȱ isȱ theȱ varietyȱ thatȱ receivesȱ theȱ
highestȱpricesȱamongȱgroundnutsȱbutȱalsoȱ inȱorderȱ toȱmaintainȱ theȱdegreesȱofȱ freedomȱgivenȱ
theȱ limitedȱ sizeȱ ofȱ theȱ sample.ȱ Theȱ variableȱ sizeȱ wasȱ convertedȱ toȱ aȱ discreteȱ variableȱ byȱ
consideringȱtheȱ38/42ȱsizeȱequalȱtoȱ0ȱandȱconsideringȱaȱrankingȱofȱtheȱsizes.ȱ ȱOtherȱobservableȱ
characteristicsȱconsideredȱwereȱwhetherȱtheȱgroundnutsȱwereȱblanchedȱorȱsplit.ȱTheyȱhaveȱtoȱbeȱ
consideredȱ inȱ theȱ explanationȱofȱpricesȱbecauseȱ theyȱ areȱ aȱ transformationȱofȱ theȱ rawȱ shelledȱ
groundnuts.ȱȱȱ
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Theȱcountryȱofȱoriginȱwasȱintroducedȱbyȱmeansȱofȱinterceptȱdummies.ȱDummiesȱwereȱincludedȱ
accordingȱ toȱwhetherȱ theȱgroundnutsȱ cameȱ fromȱArgentina,ȱBrazil,ȱChina,ȱSouthȱAfrica,ȱandȱ
Sudan.ȱTherefore,ȱtheȱinterceptȱ(i.e.,ȱholdingȱallȱtheȱcountryȱvariablesȱequalȱtoȱzero)ȱrepresentsȱ
theȱUSȱprice.ȱAnȱimportantȱcharacteristicȱfromȱtheȱdatabaseȱisȱthatȱtheȱtraderȱdirectlyȱpurchasesȱ
fromȱtheȱcountriesȱ(i.e.,ȱdirectȱexports)ȱandȱnotȱfromȱotherȱtraders.ȱȱȱ

Theȱestimatedȱhedonicȱequationsȱareȱpresentedȱinȱtablesȱ2aȱandȱ2b.ȱWhileȱ2aȱpresentsȱestimatesȱ
usingȱaȱlinearȱequation,ȱtableȱ2bȱusesȱaȱsemiȬlogarithmicȱequationȱ(continuousȱvariablesȱareȱinȱ
logarithmsȱ whileȱ dummyȱ variablesȱ takeȱ zeroȱ andȱ oneȱ values).ȱ Bothȱ tablesȱ presentȱ fourȱ
equations:ȱtwoȱequationsȱforȱ2001ȱpricesȱandȱtwoȱforȱ2002ȱprices.ȱTheȱhedonicȱregressionsȱareȱ
notȱ estimatedȱbyȱ consideringȱbothȱyearsȱ togetherȱ (i.e.,ȱ asȱ aȱpanelȱdataȱ regression)ȱbecauseȱ itȱ
allowsȱoneȱtoȱobserveȱtheȱeffectȱofȱchangesȱinȱsupply/demandȱonȱtheȱpriceȱofȱtheȱattributes.ȱȱȱ

Theȱdifferenceȱbetweenȱtheȱequationsȱforȱeachȱyearȱisȱtheȱvariableȱ�stocks�ȱthatȱwereȱincludedȱ
inȱorderȱtoȱcontrolȱforȱtheȱcaseȱwhenȱtheȱlevelȱofȱstockȱonȱhandȱhasȱsomeȱeffectȱonȱtheȱprice.ȱThisȱ
occursȱ inȱ theȱcaseȱwhereȱ theȱ traderȱdecidesȱ toȱreduceȱ theȱpriceȱofȱ theȱgroundnutsȱ inȱorderȱ toȱ
reduceȱ hisȱ stocks.ȱ Allȱ theȱ estimationsȱ wereȱ carriedȱ byȱ OLSȱ andȱ consideringȱ Whiteȇsȱ
heteroskedasticityȱconsistentȱ covariance,ȱ toȱ correctȱpossibleȱproblemsȱ inȱ theȱestimationȱofȱ theȱ
varianceȱcovarianceȱmatrixȱdueȱtoȱtheȱuseȱofȱcrossȱsectionȱdata.ȱȱ

Ifȱoneȱexportingȱcountryȱisȱconsideredȱmoreȱreliableȱthanȱothers,ȱthenȱtheȱgroundnutȱpricesȱforȱ
thatȱspecificȱoriginȱshouldȱshowȱaȱpriceȱpremiumȱwithȱrespectȱtoȱotherȱoriginsȱconsideredȱnotȱsoȱ
reliable,ȱafterȱ takingȱ intoȱaccountȱ theȱobservableȱ characteristicsȱofȱ theȱgroundnuts.ȱCertainly,ȱ
thisȱ isȱ aȱ crudeȱwayȱ toȱ testȱ premiumsȱ dueȱ toȱ reliabilityȱ sinceȱ theȱ observedȱ priceȱ premiumȱ
betweenȱcountriesȱmayȱhaveȱotherȱplausibleȱexplanations.ȱȱForȱinstance,ȱevenȱifȱnotȱexplicit,ȱtheȱ
countryȱ ofȱ originȱ mayȱ conveyȱ higherȱ standardsȱ ofȱ gradingȱ andȱ uniformityȱ ofȱ groundnutȱ
shipmentsȱ[17].ȱThisȱmayȱbeȱtheȱcase,ȱforȱinstance,ȱofȱChina,ȱwhoseȱexportedȱgroundnutsȱhaveȱ
recurrentlyȱshownȱtheȱpresenceȱofȱAflatoxinȱ(i.e.,ȱaȱtoxicȱmetaboliteȱproducedȱbyȱcertainȱfungiȱ
in/onȱ foodsȱandȱ feedsȱandȱwhichȱ isȱknownȱ toȱcauseȱcancerȱ inȱanimals),ȱhowever,ȱ thisȱnotȱ theȱ
caseȱofȱArgentinaȇsȱgroundnuts.ȱȱ

Overall,ȱtheȱcombinationȱofȱcountryȱofȱoriginȱandȱcharacteristicsȱexplainsȱaȱsubstantialȱshareȱofȱ
theȱobservedȱpriceȱvariation.ȱȱTheȱR2ȱcoefficientsȱinȱtheȱregressionsȱrangeȱfromȱ0.71ȱtoȱ0.90,ȱandȱ
theȱFȬstatisticsȱshowȱthatȱallȱtheȱregressionsȱareȱsignificantȱatȱ5ȱpercent.ȱ

Sinceȱweȱareȱaccountingȱforȱallȱtheȱgroundnutȱorigins,ȱtheȱinterceptȱrepresentsȱtheȱpriceȱofȱUSȱ
groundnutsȱsizeȱ38/42,ȱandȱtheȱdummyȱvariablesȱrepresentȱpremiumsȱ(ifȱtheȱsignȱisȱpositive)ȱorȱ
discountsȱ (ifȱ theȱ signȱ isȱ negative)ȱwithȱ respectȱ toȱ theȱ USȱ price.ȱ ȱ USȱ groundnutsȱ receiveȱ aȱ
premiumȱwithȱrespectȱtoȱtheȱArgentine,ȱChinese,ȱandȱBrazilianȱgroundnuts.ȱWithȱrespectȱtoȱtheȱ
Argentineȱgroundnuts,ȱtheȱUSȱpremiumȱwentȱfromȱUS$ȱ231ȱperȱMetricȱTonȱ inȱ2001ȱtoȱUS$ȱ45ȱ
perȱMetricȱTonȱinȱ2002.ȱThisȱpremiumȱrangeȱisȱsimilarȱtoȱthatȱofȱBrazil,ȱwhichȱrangedȱfromȱUS$ȱ
143ȱperȱMetricȱTonȱinȱ2001ȱtoȱUS$ȱ44ȱinȱ2002.ȱWithȱrespectȱtoȱtheȱChineseȱgroundnuts,ȱtheȱUSȱ
premiumȱwentȱfromȱUS$ȱ200ȱperȱMetricȱTonȱinȱ2001ȱtoȱUS$ȱ158ȱperȱMetricȱTonȱinȱ2002.ȱȱWithȱ
respectȱ toȱ theȱ priceȱ ofȱ groundnutsȱ fromȱ Africanȱ countriesȱ (Southȱ Africaȱ andȱ Sudan),ȱ USȱ
groundnutsȱseemȱtoȱcarryȱaȱpremium,ȱalthoughȱtheȱpremiumȱisȱnotȱstatisticallyȱdifferentȱfromȱ
zero.ȱȱ

Inȱaddition,ȱitȱisȱinterestingȱtoȱnoteȱthatȱtheȱregressionsȱrejectȱtheȱhypothesisȱthatȱtheȱpremiumsȱ
areȱ constantȱ overȱ time.ȱ Theyȱ doȱ changeȱ indicatingȱ thatȱ theȱ premiumȱ mayȱ beȱ affectedȱ byȱ
variationsȱ inȱ theȱ relativeȱ supplyȱ ofȱ eachȱ groundnutȱ origin.ȱ Similarȱ evidenceȱ (i.e.,ȱ changeȱ inȱ
premiums/discounts)ȱwasȱ foundȱ byȱVeemanȱ [17]ȱ forȱ theȱ caseȱ ofȱwheat,ȱ aȱ situationȱ thatȱ sheȱ
attributedȱtoȱstructuralȱchange.ȱHowever,ȱinȱtheȱcaseȱofȱgroundnutsȱthereȱisȱnoȱreasonȱ(andȱnotȱ
enoughȱdata)ȱtoȱattributeȱtheȱobservedȱvariationȱinȱpremiumsȱtoȱaȱstructuralȱchange.ȱȱ
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Fromȱ theȱgroundnutȱobservableȱ characteristicsȱvariables,ȱ sizeȱandȱblanchedȱareȱ significantȱ inȱ
explainingȱ differencesȱ inȱ prices.ȱ Anȱ increaseȱ inȱ theȱ sizeȱ variableȱ (i.e.,ȱ aȱ decreaseȱ inȱ theȱ
groundnutȱ size)ȱ impliesȱaȱdecreaseȱ inȱ theȱgroundnutȱpriceȱbyȱUS$ȱ14ȱperȱMetricȱTonȱ inȱyearȱ
2001ȱandȱbyȱUS$ȱ16ȱperȱMetricȱTonȱ inȱyearȱ2002.ȱ Inȱaddition,ȱwhenȱblanched,ȱ theȱgroundnutȱ
priceȱincreasedȱbyȱUS$ȱ87ȱperȱMetricȱTonȱinȱyearȱ2001ȱandȱUS$ȱ157ȱperȱMetricȱTonȱinȱyearȱ2002.ȱ

 Hedonic regression analysis - Linear regression  
Dependent variable: Shelled groundnut price 

Equation Year Estimated coefficients and t-statistics Adjusted F

Intercept Argentina China South Africa Brazil Sudan Size Runner Blanched Split Crop Stock R
2

statistic 1/

1 2002 792.68 -42.07 -139.74 -13.93 -58.35 -16.44 11.98 157.13 -36.54 0.89 33.6

(16.22) (-1.66) (-2.92) (-0.29) (-2.32) (-2.40) (-0.27) (8.36) (-0.81)

2 2002 789.18 -41.69 -139.81 -12.88 -58.15 -16.50 12.25 157.86 -39.01 0.10 0.89 28.6

(14.18) (-1.60) (-2.85) (-0.26) (-2.26) (-2.34) (0.27) (7.95) (-0.79) (0.14)

3 2001 905.09 -231.39 -200.54 -39.57 -143.61 -48.78 -24.66 77.13 104.87 -9.83 0.75 15.2

(12.6) (-5.30) (-3.01) (-0.53) (-3.33) (-0.59) (-2.59) (1.36) (3.34) (-0.38)

4 2001 950.20 -222.08 -173.40 -7.14 -141.02 -57.22 -14.15 105.30 87.91 -30.92 -0.002 0.82 19.7

(15.16) (-5.89) (-2.99) (-0.11) (-3.80) (-0.81) (-1.62) (2.13) (3.20) (-1.35) (-3.54)

 
Source: Aldebaran commodities price lists 2001 and 2002.  
Note: 1/ All the F-statistics are significant at 5 percent.  

 Hedonic regression analysis - Logarithmic regression  
Dependent variable: Shelled groundnut price  

Equation Year Estimated coefficients and t-statistics Adjusted F

Intercept Argentina China South Africa Brazil Sudan Size Runner Blanched Split Crop Stock R
2

statistic 1/

1 2002 6.70 -0.06 -0.23 -0.04 -0.08 -0.02 -0.01 0.19 -0.06 0.90 27.2

(152.79) (-1.56) (-5.47) (-1.03) (-2.49) (-2.25) (-0.14) (6.82) (-0.84)

2 2002 6.67 -0.05 -0.22 -0.04 -0.08 -0.02 -0.01 0.19 -0.06 0.01 0.90 23.3

(59.87) (-1.50) (-5.37) (-0.92) (-2.41) (-2.21) (-0.12) (6.60) (-0.86) (0.26)

3 2001 6.80 -0.27 -0.24 -0.03 -0.15 -0.03 -0.03 0.10 0.11 -0.02 0.71 12.4

(69.87) (-5.30) (-3.01) (-0.53) (-3.33) (-0.30) (-2.61) (1.31) (2.64) (-0.68)

4 2001 7.81 -0.26 -0.20 0.01 -0.15 -0.03 -0.02 0.14 0.08 -0.04 -0.101 0.78 15.7

(24.73) (-4.90) (-2.53) (-0.14) (-2.97) (-0.35) (-1.69) (2.02) (2.13) (-0.38) (-3.32)

 
Source: Aldebaran commodities price lists 2001 and 2002.   
Note: 1/ All the F-statistics are significant at 5 percent. 

Withȱrespectȱtoȱtheȱgroundnutȱvariety,ȱRunnerȱvarietyȱseemsȱtoȱcarryȱaȱpremiumȱwithȱrespectȱtoȱ
theȱotherȱvarieties.ȱHowever,ȱ thisȱ resultȱ isȱnotȱ robustȱ sinceȱ itȱwasȱobservedȱonlyȱ forȱ theȱyearȱ
2001ȱregressions,ȱwhereȱtheȱpremiumȱisȱequalȱtoȱUS$ȱ77ȱperȱMetricȱTon.ȱSimilarly,ȱtheȱeffectȱofȱ
theȱ stockȱonȱhandȱ toȱ theȱgroundnutȱpriceȱwasȱ foundȱ statisticallyȱ significantȱonlyȱ inȱ theȱ2001ȱ
sample,ȱshowingȱanȱelasticityȱequalȱtoȱȬ0.1.ȱ
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5. Conclusions 

Estimatedȱ coefficientsȱ showȱ thatȱ groundnutsȱ countryȱ ofȱ originȱ isȱ anȱ importantȱ variableȱ inȱ
explainingȱgroundnutȱprices,ȱevenȱwhenȱ takingȱ intoȱaccountȱ theȱobservableȱ characteristicsȱofȱ
theȱgroundnutsȱmarketed.ȱThisȱresultȱallowsȱusȱtoȱproposeȱthatȱperceivedȱreliabilityȱmayȱbeȱanȱ
importantȱcomponentȱofȱtheȱobservedȱgroundnutȱprice,ȱandȱsuspicionȱofȱlackȱofȱreliabilityȱmayȱ
implyȱaȱdiscountȱonȱtheȱpaidȱpriceȱforȱgroundnuts.ȱȱ

Theȱ dataȱ showȱ aȱ priceȱ premiumȱ forȱUSȱ groundnutsȱwithȱ respectȱ toȱ groundnutsȱ fromȱ otherȱ
origins.ȱHowever,ȱ itȱ isȱ importantȱ toȱpointȱoutȱ twoȱ issues:ȱ first,ȱdueȱ toȱ theȱ lackȱofȱappropriateȱ
dataȱ thisȱ isȱ aȱ crudeȱ testȱ ofȱ reliability,ȱ sinceȱ theȱ variableȱ Ȉcountryȱ ofȱ originȈ,ȱmayȱ alsoȱ giveȱ
informationȱaboutȱ issuesȱsuchȱasȱ theȱqualityȱofȱ theȱcountryȇsȱgradingȱsystemȱorȱuniformityȱofȱ
theȱshipments.ȱSecond,ȱbyȱcomparingȱtheȱtwoȱsamples,ȱitȱisȱclearȱthatȱpremiums/discountsȱareȱ
notȱ constantȱ butȱ theyȱ mayȱ differȱ withȱ otherȱ factorsȱ suchȱ asȱ theȱ relativeȱ availabilityȱ ofȱ
groundnutsȱfromȱeachȱorigin.ȱȱȱȱ

Theȱimplicationsȱofȱtheȱresultsȱareȱinteresting,ȱespeciallyȱforȱdevelopingȱcountriesȱcompetingȱtoȱ
gainȱmarketȱaccessȱtoȱcommodityȱmarkets.ȱThisȱnormallyȱoccursȱinȱdevelopedȱcountries,ȱsinceȱ
theseȱ marketsȱ suggestȱ thatȱ partȱ ofȱ theȱ observedȱ priceȱ premiumȱ mayȱ beȱ explainedȱ byȱ theȱ
importerȇsȱ perceptionȱ aboutȱ theȱ supplier�sȱ reliability.ȱ Thus,ȱ buildingȱ aȱ reputationȱ forȱ theȱ
productȱmayȱbeȱaȱslowȱprocessȱconsistingȱnotȱonlyȱofȱproducingȱ theȱ rightȱqualityȱbutȱalsoȱofȱ
modifyingȱtheȱimporterȇsȱperceptionȱofȱtheȱsupplier�sȱreliability.ȱȱ
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