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PEANUT PRODUCTION CAN BE
PROFITABLE

James W. Pease, Associate Professor of Agricultural Economics

To determine whether the peanut enterprise is profitable for your farm, use the total
cost of production that was obtained from your budget and consider all of the following
information. Look at the accompanying graph which illustrates the yield per acre that
a peanut producer must produce in order to break even. This graph plots varying
peanut prices on the horizontal axis versus the producer’s total cost of production
per acre on the vertical axis. The break-even yield is calculated by dividing the total
cost of production per acre by the peanut price and multiplying the result by 2000
Ibs/ton. For example, a producer with total cost of production of $500/acre and faced
with the prospect of receiving only $355/ton for peanut sales would need to average
2,817 pounds per acre over the whole farm in order to break even producing peanuts.
Anything over that break-even yield is going to allow for profit. As can be seen from
the graph, receipt of higher prices lowers the break-even yield and increases the
potential for profit. Important factors to consider are:

1) Do you know your total costs of production, including both variable
and fixed costs?

2) How certain can you be about the sales price that you will obtain for
peanuts (including discounts and premiums)?

3) What is the likely average yield of peanuts across all acres planted
(not just the best) on your farm?

Breakeven Yields at Varying Prices, Total Costs/acre
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