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PRODUCTION, CONSUMPTION, AND PRICE TRENDS OF COFFEE

Coffee is one of the complementary products on which work is being
conducted in the cooperative agricultural experiment stations in Latin
America. Because of the importance of this commodity in world markets
and in the trade of the United States, much interest attaches to avail-
able information regarding world production, consumption, and price
t rends

.

IMPORTANCE IN THE UNITED STATES

Coffee is one of the principal complementary products imported into
the United States. It is grown only experimentally within the continental
limits of the country, and only relatively small amounts are available
from off-shore possessions, such as Puerto Rico and Hawaii. The business
of importing, processing, and selling the vast quantities of coffee beans

that come into this country provides jobs and income for hundreds of

people, and indirect economic influences reach thousands more.

For years, coffee has been among this country's first half-dozen
imports, according to value. In 1947 it ranked first, accounting for

more than 10 percent of the total import value of $5,648,500,000. (See

table 1.) At one time or another during the past 47 years imports of
a* rubber, raw silk, sugar, hides and skins, and wool and mohair have
#4 surpassed, in value, our imports of coffee. Always, however, coffee has

i remained as an important import item.

Coffee provides the basis of trade with several of the Latin Amer-

ican countries, furnishing the foreign exchange they need to pay for

United States exports. For many of the principal coffee-supplying
countries, exports of coffee c.onstitute more than half the total value

of all their shipments. (See table 2.) In others, they represent a

significant part of the total.

PRODUCTION

The coffee bean is the product of a tree that grows in the semi-

tropical countries of the world. Most of the commercial coffee comes

from the species Coffea arpbicc. Other species grown and marketed to a

limited extent are C. robusia (or C. c anephora Pierre) and C. liberica.

Coffee from the species C. arabica is classified into two groups -

Brazils and milds. The milds include all coffees grown outside of

Br a zi 1

.

Growing Areas

Coffee is probably indigenous to Abyssinia and Arabia, the first

reliable record of its use having been made by an Arabian doctor about

the end of the ninth century. The plant was introduced into Java in 1696
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and into the Dominican Republic and Haiti in the Western Hemisphere in
1715. Brazil, which was destined to become the world's leading producer
of coffee, received the first plants in 1727 from French Guiana.

Today Brazil is by far the largest producer, followed by Colombia
(table 3), and most of the world's coffee now comes from the Western
Hemisphere. The beans are grown, however, in many countries lying within
a belt reaching from latitudes 28° N. to 38° S. (See fig. 1.) Before
World War II, the Netherlands East Indies ranked third after Colombia
in total production, but exports were cut off in 1941 and have been
resumed only in small quantities. The condition of the trees in this
area is not yet known, since the plantations are located in territory
that is currently in dispute.

Although the first Brazilian coffee trees were planted in Para, the
region that later developed into productive coffee land is located in
southern Brazil, centering largely in the State of Sao Paulo; Minas
Gerais, Parana, Espirito Santo, and Rio de Janeiro are also important
producing States. In the countries of the Western Hemisphere that produce
mild coffee the trees grow on the lower mountainsides of the Cordi 1 1 er

-

as. The important coffee lands of Colombia, for example, lie in the
Departments of Antioquia, Caldas, Cundinamarc a ,

Tolima, and Valle, fol-
lowing the upland slopes of the three mountain ranges. Production is,
however, gradually shifting westward.

Conditions of Production

Although coffee is the principal commercial crop in at least eight
republics of the Western Hemisphere, relatively little change has taken
place during recent years in either the methods of production or in

the processing of the commodity for market. Intensive research is

lacking, and the progress made toward improvement in the finished product
has been largely a result of trial and error.

TABLE l.- -Value of United States imports of selected products, expressed as

percentages of total value of all imports, 1901-47

YEARS COFFEE SUGAR
RUBBER S ILK HIDES & WOOL & TOTAL
CRUDE RAW SKINS MOHAIR I MPORTS

Percent Percent Percent Percent Percent Percent Mil. dol.

7. 1 8 3.6 *..6 5.8 . 2.5 972
5.5 6.9 ii.5 u. 9 6. 1 3 1.3*5

1911-15, .... 6. U 6.9 U.8 «U7 6 2.5 1, 712
U.9 11.7 5.7 6.U 6 5. 1 3.358
6 8.6 5.6 10. 1 2. 7 3 3 . U50

1931-35 2
7

8.3
5.6
7. 7

5.1
6.6
5.7
5

7.3
U. U

8.5
U. u

9.

1

6.8
U.5
.U

2.9
2.3
2. 1

1.9

2

1. 1

2.5
7. 2

".033
1.70U
2. UU0
3. U67

19U6
19U7.

9.8
10.6

U. 1

7. 3

U.9
5.6

2.6
. 3

1.6
1.5

6

3.7
U, 792
5. 6U8

Average for period July 1, 1915, to December 31, 1920.

"General imports" through 1932; "imports for consumption" thereafter.

Statistical Abstract of the United States, 1946.

United States Foreign Trade - Summary Report 930.
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TABLE 2.

—

Exports of coffee from specified countries
,
expressed as percentages of

total exports, value oasis, 2995-46

COUNTRY AVERAGE AVERAGE AVERAGE AVERAGE
19 35-39 1940-44 1945 1946

Percent rercent Percent Percent

Brazil 45 32 35 35
54 65 74 77
54 56 64 46
88 79 76

59 60 58 56
Ha it i 54 40 43 33

41 24 27 24

Soil, Climate, and Altitude

The soil considered best for coffee growing is volcanic ash that is
rich, deep, moist, friable, and we 1 1 - dra ined . Ideal temperatures range
from 60° to 80° F. , and rainfall should average about 70 inches annually,
distributed throughout the year. The plants will grow at all altitudes
up to the frost zone, but the better flavored coffees are said to thrive
best in regions from 3,000 to 6,000 feet above sea level.

The most famous coffee soil in Brazil is a red clay, 3 or 4 feet
thick, called terra roxa. As the coffee plantations have been recently
extended, plants have been set out on progressively thinner soils until
some observers believe the economically profitable limit has been almost
reached. A contrary opinion, however, is that, as far as natural con-
ditions are concerned, coffee production can be expanded enormously.
The principal areas are now located on plateaus 2,000 to 4,000 feet in
elevation, with a mean annual temperature of 70° f. and yearly rainfall
of from 40 to 60 inches. The rains come in late August and continue
through February, and dry weather prevails during the harvesting season
from May to August.

Colombia's coffee soils are partly of volcanic origin and almost
always dark, or black, in color, those of Antioquia being noted partic-
ularly for their f 1 a vor - gi v ing qualities. The Sierra Nevada de Santa
Marta, one of the best growing regions, has steep slopes for drainage
and deep fertile soils; the top layer is a dark-brown clay with much
humus, and the subsoil is heavy red clay with a high potash and iron
content. Most of the coffee is planted between 3,000 and 7,000 feet
above sea level. Mists and clouds, rising from the lowlands during the
rainy season, drench the trees and also protect them from the noon sun.
Most of the rain comes at midday, or in the afternoon, with no heavy
downpours. There is a long dry period for ripening and harvesting.

In Java, which produces a high-quality bean, the coffee is planted
on rolling ground, usually containing loamy soil overlying porous sub-
soil. Central American and Mexican coffees are usually grown at altitudes
of 3,000 or 4,000 feet. This is also the case in Sumatra. In all these
areas clouds are prevalent during the hottest part of the day and thus
protect the plants from the hot rays of the sun.
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Techniques of Growing and Harvesting

Details of the cultivation and harvesting of coffee vary from one
producing area to another, but the same general practices are followed
in all. The greatest differences in methods appear between Brazil and
other countries. The bush or tree begins to bear about the fourth or

fifth year and bears for approximately 10 years in Brazil and from 15 to

30 years, or more, in other countries. In Brazil the coffee plantations
are large, and the trees are usually not grown under permanent shade;
whereas in the mi Id -produc ing areas the trees are usually shaded, some-
times in the early years by the fast-growing banana plants and later
on by more or less permanent shade trees.

The general practice in Brazil at the present time seems to be to

plant the seeds directly in the field, 20 seeds being placed in each
hole. After 3 or 4 months the seedlings are thinned, and four to six
plants are left. For the first 2 or 3 years, crops of corn, and some-
times of rice, are planted between the rows of coffee trees, both to

provide shade for the
young plants and to as-

sure a return from the
land before the coffee
comes into bearing. The

usual cultivation is

performed with a hoe,
although some animal-
drawn equipment has
recently been used in

Sao Paulo. The first
cultivation is about the

first of November, the

last in late March or

early April. One or two

other hoeings are some-

times made, depending on

the weather, weed growth,

and availability of

labor. Belatively lit-

tle fertilizer is used
on the coffee lands of

Brazil. In areas where
processing equipment is

used, the waste material

from the mills is some-

times returned to the
land. In recent years a

few producers have pur-

chased small quantities
of animal and inorganic
fertilizers for use on

their plantations.
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TABLE 3. --Coffee: Estimated total and exportable production of coffee in specified countries,
average 1935-36 to 1939-40, annual 1945-48

CONTINENT AND COUNTRY

AV .

TO
1935-36
1939-40 1945-46 1946-47 1/ FORECAST

1947-48 1/

TOT AL EXPO RT ABLE TOTAL EXPORTABLE TOTAL EXPORT ABLE TOTAL EXPORTABLE

1,000
bags

2,000
bags

2,000
bags

2, 000
bags

2,000
bags

2,000
bags

2,000
bags

2, 000
oags

Amer 1 ca
n330 265 205 355 305 450 uoo

1 fl 1
1 , uy 1 1 n 1 1

1 , U 1

1

863 748 1,035 920 1,035 920

1,00 2 9 2 2 1,012 812 1, 130 900 1, 080 850

100 27 1U0 30 160 50 165 55

959 609 95Q 550 925 525 1,000 565

280 253 2 25 180 230 180 250 200

4 25 58 382 589 600 (2)

3H7 222 255 105 325 175 285 • 135

538 U38 595 400 595 400 560 365

26,938 22,638 17,571 12, 200 19,934 14,563 22,062 16, 687

4, 45 2 4 , 20 2 5.478 5,051 6,500 6,040 6,963 6, 500
2 / •} n 230 185 170 120 230 180

80 47 100 50 84 15 90 (2)

940 710 750 500 800 550 850 600

38, 116 31,900 29,005 21,096 33,050 24, 788 35,8 20 27,493

Af ri ca

320 300 425 400 490 465 500 475

850
at ''•> ' -

77 g 822 740 , 850 h-75 900 825

263 263 257 257 300 300 250 250

207 207 585 585 650 650 675 675

537 437 425 i 1

'

440 J J £

300 273 483
j

380 883 783 776 676

2,537 2, 315 3,077 2,759 3,873 3,555 3, 761 3, 443

Asi a

130 76 133 83 150 100 150 100

278 155 305 50 323 65 275 15

1,961 1, 356 f6) (6) (6) (6) (6) (6)

2, 444 1, 647 438 133 473 165 425 115

101 53 .. 75 30 . 80 30 80 30

113. 198 35, 915 32,595 24, 018 37,476 28,538 40, 08 6 31, 081

Sonpiled or estimated from International Yearbook of Agricultural Statistics, official reports, and reports of
United States Foreign Service Officers. Production given, according to the crop years of the various countries
In bags of 132.276 lbs.

2
Preliminary.
Exports prohibited by law.
Average for years 1936-37 to 1939-40-
Adjusted to include allowance for Guadeloupe, Puerto Rico, Surinam, British West Indies, and Panama Republic.

5 Total adjusted to include allowances for French Cameroons, French Equatorial Africa, San Those and Principe,

British West Africa, Liberia, and Spanish Africa.
Not available.

7 Total adjusted to include allowances for Indochina, Ceylon, Philippines, and Timor.
' Includes Hawaii, New Caledonia, and New Hebrides.

i
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Pruning is virtually unknown in Brazil, except in Sao Paulo, and it is

practiced in that State to only a limited extent.

In Colombia practically all the coffee is grown under shade, and

the trees are pruned to a height of 5 or 5.5 feet in some sections. In

the Sierra Nevada district, the trees are not pruned back, because of

the high labor cost, and are sometimes allowed to grow to 12 or 15 feet

in height. In Colombia, also, the use of fertilizer is limited, al-

though some growers plow under the berry pulp or bury all the weeds as

green manure. A few large cultivators use commercial fertilizers. In

comparison with the plantations of Brazil, which often run to several
million trees, the coffee farms of Colombia are small. Most of the
coffee is grown on family-size farms, varying from 2 to 25 acres,
although there are a few plantations of more than 100,000 trees. Plant-
ing in Colombia and in most of the mild coffee countries is usually in

a seedbed. When the plants reach about 8 inches in height, they are
transplanted to a nursery, where they are left for about a year; then
they are transferred to their permanent location.

Harvesting practices vary, too, from country to country, with
marked differences between Brazil and other areas. Harvesting dates for

coffee throughout the Americas begin approximately in October in the

Central American countries and are progressively later southward to Bra-
zil. The Brazilian crop starts coming off in April in Bio de Janeiro
and in May in Sao Paulo, finishing about September. (See table 4.

)

Harvesting in Java and Madagascar occurs at about the same time as that
of the principal Brazilian crop.

In Brazil the berries are stripped from the branches by hand and
allowed to fall onto the ground. In some cases, a cloth is spread on

the ground to catch the berries; in others, the ground itself is cleaned,
and the berries are allowed to fall directly to the ground. They are
then swept up and put into containers for hauling to farm headquarters.
A vast amount of leaves and other trash is thus collected with the coffee.
In most mild coffee countries, on the contrary, the berries are picked
separately by hand, only the ripe ones beirtg taken. This method re-
quires that the plantations be picked over several times to be sure that
the berries are gathered in just the right stage of ripeness. These
countries claim that a higher quality product is thus obtained.

Pests and Diseases

Although reports state that numerous insects infest the coffee
plants, few of them cause appreciable damage. Perhaps the most destruc-
tive in the Western Hemisphere is the coffee-berry borer Stefhanode res
hampei (Ferr.), which is so far confined exclusively to Brazil, where
it was discovered about 1924. It spread rapidly over the entire coffee-
growing area of the State of Sao Paulo, and resulting losses were alarm-
ing. Both the Federal and State Governments attacked the problem, how-
ever, and losses have now greatly diminished. Control measures include
the propagation and liberation of the Uganda parasite, Prprpps nasutp.
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TABLE 4. --Harvesting seasons for coffee in specified countries

COUNTRY HARVESTING SEASON

Braz i 1

:

Sao Paul o May - September

Parana

Go i az n ii

M i nas Ge rai s April - August

Rio de Jane i ro 11 H

Espirito Santo March - August

Col omb i a: ( 1 arge harvest)

Ant ioqui a October - December

Cal das H it

Saritander ii n

Magdal ena ii n

(small harvest)

A nt i oqu i a April - June

Cal das

Santande r
ii it

Magdal ena n it

ui ne r oisiricxs An n 1 — 1 1 1 n e>H y 1 i l ^ u 1 1 c

Costa Rica October — September

Cuba :

Ori ente J ul y - Feb rua ry

Las Villas June - "

T r n i H a rj
i i I in uau Begins September

m ! n i r a n Pon ii hi i rUU II 1 1 1 1 1 L d 11 ~ C y u U i 1 L i

H ig hi a nd

s

November - March

Lowl ands October - December

Ecuador June - August

El Salvador November - March

Guat ernal a November — December 1/

Hai t i
Oep LclllU c 1 — rid[l*n

Mexi co

:

Si erra de Puebl a)

Villalta, Petapa) December - March

Tenango, Uruapan)

Las Huastecas )

Pachutla, Soconusco) November - February

Comal a )

Coatepec, Cordoba, Pichucalco,

and Otoyac de Alvarez October - January

Venezuel

a

September - January

1 Largest harvest; coffee ripens throughout year.
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Waterston; the eradication of affected trees; and a change in cultural
practices. The most effective, although costly, method of combatting
the borer is the "repasse" or elimination of all fallen berries and

those remaining on trees after harvest.

Little research has been conducted on c o f f e e - ins e c t control, and

the use of insecticides is practically unknown as a control measure for

the borer or other insects attacking coffee. Other Latin American cof-

fee-producing countries are aware of the danger of introducing the cof-

fee borer into their plantations.

Another common pest present in the coffee fields from Brazil through

the West Indies and Central America is the leaf miner Leucoptera coffeeila

(Guer.). It seems to be more prevalent on coffee grown under shade.
Satisfactory methods for control of this insect have not yet been developed.

Scale insects are quite prevalent, the species Coccus viridis (Green)

being the most destructive. It is found throughout practically all the

cof f ee -pr oduc ing countries. Parasitic fungi and insect predators usually
prevent infestations from building up over a period of years, although
there is some use of oil emulsions containing soap and kerosene.

Leaf-cutting ants also constitute a hazard, the species most widely
distributed being the Atta sexdens (L.). Eradication of their under-
ground nests is about the only defense against them. The most effective
and economical insecticides for this purpose seem to be white arsenic
and sulphur, burned in the proportion of 1 to 4, and carbon disulphide.l/

Coffee diseases that probably occur throughout the c o f fee - growing
countries of the Western Hemisphere may be classified according to the

stage or place of infection, such as seedlings, leaves and fruit of
bearing trees, branch and trunk, and root. The seedling diseases in-

clude damping off (Rhizoctonia sp.), seedling anthracnose (Colletotrichum
coffeanum) , eyespot of seedlings (Cercosfiora coffeicola), and nematodes
in seedbeds (h'eterodera marioni). Of these, the first two probably occur
in all coffee countries in Latin America. The latter two are important
in El Salvador and Guatemala and may be present in other countries as
we 1 1

.

Among the diseases of leaf and fruit, sooty mold (Capnodium ccffeae)
and leaf lichens iStrigula spp.) probably occur in all coffee countries.
Eyespot (Cerpospora coffeicola) is important locally in Prazil, Costa
Rica, El Salvador, Haiti, and the Dominican Republic and of less concern
in Colombia, Guatemala, and Mexico. Anthracnose I Co L I e t ot r i c hum cof-
feanum) is considered severe in the Dominican Republic and less severe
in Brazil, Guatemala, and El Salvador. The American leaf spot (Omfihalia
flavida) is important in Guatemala, Ccsta Pica, and parts of Brazil and
Mexico. Koleroga ( Pe I L i cu I ar j, a kolerpga) is important in Colombia,
Mexico, Guatemala, and the Dominican Republic and also occurs in other
coffee countries.

The branch and trunk diseases that occur locally in all growing
countries are wood stain, hollow trunk or heart rot, and loranth attack

1/The basis of this discussion of insect pests is an unpublished man-
uscript by Edson J. HamLleton, Entomologist, Office of Foreign Agricul-
tural Relations.
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( Lorant fiac eae ) . The pink disease (Corticium salmon i c o L or ) is found in

Guatemala and probably in other moist countries, and the nectria canker
(Nectrj,a spp.) is serious in Guatemala. Wood stain, heart rot, and
loranth-attack occur throughout the Americas.

White and brown root rots ( Armi 1 1 ar i a spp.' and othersj are important
in Colombia, El Salvador, and Guatemala; and the black root rot ( Rose Lli-
nia spp. J is said to be serious in El Salvador, Mexico, Costa Rica, and
Guatemala. The chicken foot or buba (Hetp rpde ra mar\oni and other nema-
todes) is important in Brazil, Cuba, and El Salvador. 2/

One of the most destructive diseases in the Eastern Hemisphere is

the Ceylon leaf disease caused by Hemileia vastatfyx. It wiped out the

coffee industry in Ceylon in the middle of the nineteenth century. A

similar disease in the Western Hemisphere is caused by the fungus Sfihae-

rostilbe flavida.

Recent Trends

World coffee production shows a decided long-term, upward trend,

within which there are numerous cycles and short-term periods of de-

clining output. Taking the relatively recent period from 1913 to date,

for example, world production increased through 1937 and thereafter de-

clined sharply through 1946. The pattern of these trends, however, is

_2_/This di s cussion o f co f f ee di sease s i s bas ed on an unpublished manuscript
by Frederick L. Wellman, Office of Foreign Agricultural Relations.
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set by Brazilian production, which represented from 40 to 76 percent of
the total during these years. (See table 5.) Coffee production in
Colombia, on the other hand, continues the upward trend established
earlier right through the war years and since. Africa, too, shows a

marked increase in production, and the Mexico trend is upward, despite
greater cyclical variation than that indicated for Colombia and Africa.
Production in other areas fluctuates more or less around a norm, al-
though that in Asia is somewhat more erratic.

Coffee became a major crop in Brazil in the early years of the
nineteenth century. Plantings have been made in all States at one time
or another, with the important areas gradually shifting to the south.
The number of trees increased steadily during the 50 years prior to 1934,
reaching a peak in that year of almost 3 billion. By 1946, the number
had dropped to 2 billion.

Production from these trees was generally upward with long- and
short-term cycles around the trend. The short-term variation is large-
ly a result of weather changes, whereas the long-term fluctuations ap-
pear to follow, by about 5 to 8 years, periods of sustained high or low
prices (fig. 5). The present low points in the production cycle, for
example, follow the low prices of the 1930's. If the present high
prices of coffee are sustained for a year or two, new plantings should
result in greatly increased production some 5 years hence. With prices
at their present high level, there should also be an immediate response
in large output, stimulated by better care of trees, use of fertilizer,
and pest and disease control.

BRAZILIAN EXPORTABLE PRODUCTION OF COFFEE AND AVERAGE SPOT
PRICE OF SANTOS-4 TYPE COFFEE, NEW YORK, 1913-47
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1913 1918 1923 1928 1933 1938 1943 1948
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Many of the so-called mild coffees grown outside Brazil command a

higher price in the market than Brazilian coffee. They are in demand

for blending to improve cup flavor and aroma. Before World War II, most

of these coffees found a ready market, and stocks did not pile up in the

producing countries as they did in Brazil. In fact, the demand for these

coffees has increased at the expense of Brazils.

Processing and Marketing

Methods of Processing

Two general methods are used for depulping and drying coffee beans,

although slight variations may occur from one area to another within

each general method. The two methods are known as the "wet" and the

"dry." Usually, Brazilian growers use the dry process and Colombia, as

well as several other countries producing mild coffee, uses the wet

process. Within these generalizations there are numerous exceptions.

When the dry method is practiced, the fresh coffee cherries or

berries are spread on a brick or tile drying ground to a depth of about

2 inches. They are stirred from time to tiire during the day and at

night are covered in order to protect them from the heavy dews. This
drying process requires from 10 to 20 days. The dried cherries are then

bagged and taken to the mill where the dried pulp, the husk, and the

thin silvery covering of the beans - two to each cherry - are removed.

The beans are cleaned, graded by size, and bagged, after which they are

ready for shipment.
In the wet method the cherries are soaked in water before being

depulped by machine to remove the outside skin and pulp. The beans are

then allowed to ferment in large tanks for 12 to 36 hours, after which
they are washed again. On the smaller plantations the beans are spread
several inches deep on open-air concrete drying floors, or in buildings
with removable roofs, to dry in the sun. They are turned to ensure
uniform drying, the drying usually requiring less than a week. On some
plantations the beans are now dried in mechanical driers. The beans are
then ready for the mill which removes the parchment husk and the silvery
skin, after which they are ready for polishing and grading.

Although processing in Brazil is usually by the dry method, on
some of the larger plantations the cherries are washed before drying in
order to remove any rocks and dirt. Still another method used there is
the semi fermen tin g process which is similar to the wet process used in
other countries. The cherries are placed in a trough where water washes
away the rocks and dirt and then are put through the hulling machine.
This machine is a copper cylinder with paddles against which the cherries
are pushed to remove the outer pulp. The beans stay in fermentation
tanks from 12 to 24 hours after which they are dried from 10 to 15 days
on the drying grounds, being frequently turned. They are then ready
for the mill where the parchment covering is removed.
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Techniques of Marketing

The usual pattern for marketing coffee in Brazil starts with the
sale of coffee beans by small farmers, either to local merchants or
larger farmers. The large farmers and local merchants sell to commis-
sarios or agents who sell to brokers, and they, in turn, to exporters.
Within this framework there are different combinations of circumstances;
for example, the exporters may deal directly with the commi ssarios , the
brokers may have direct contact with the local merchant or large farmers,
etc. Exporters in the ports buy about 80 percent of their requirements
from commissarios and interior merchants through brokers, about 15 per-
cent in the producing areas, and 5 percent from owners on consignment.
Most of the commissarios have of fi ces in Santos and buy from all sections
of Sao Paulo, as well as from neighboring States. The brokers and com-
missarios in Santos employ sample boys who take small quantities of cof-
fee around to the different exporters to obtain bids on them. Almost all

the coffee sold by the exporters goes to roasters or jobbers in the
United States.

In Colombia the small planters usually market their crop either
through local brokers in the small towns or through the National Federa-
tion of Coffee Growers. A few of the larger growers sell directly to

the agent of the foreign coffee buyers. The brokers, in turn, sell the

product to larger buyers in the coffee centers. The largest proportion
of the coffee is bought by representatives of foreign coffee firms, the

American firms usually purchasing through Colombian brokerage houses;
European sales are made through a commission "house on consignment. The
Coffee Federation sometimes buys the coffee outright from the planter.
It also receives coffee for warehousing and helps the planter obtain the

best price for his product when it is sold. It pays freight charges
from the plantation to the warehouse, loans or sells sacks for shipping
the coffee, and insures the product against fire, theft, and loss after
receiving it for storage.

In many producing areas transportation is a limiting factor in

moving coffee to market. Transportation over the whole of Colombia is

inadequate, for example, and the movement of the crop is hampered by

lack of modern methods. Most of the plantations are located on steep

and rugged hillsides at a considerable distance from rivers, railways,

or roads. The coffee moves from the farm to the railways, cableways,

and highways by muleback or oxcart over narrow mountain trails. The

product is loaded and reloaded many times before it reaches the port of

embarkation. The Magdalena River, flowing north to the Caribbean Sea,

usually serves as the principal means of carrying the product to the

seaports. The uncertainties of the river make it impossible to determine

when the coffee will reach port. The Pacific port of Buenaventura has

become increasingly important in recent years with the establishment of

railways from the highland region to the ocean, and more and more cof-

fee moves over this route on the Pacific Railway and Caldas Railway.
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Principal Markets

A relatively insignificant proportion of the coffee grown in the

principal producing countries is consumed at home. For most of these
countries the United States is the best market, in some cases taking well

over half the total shipment. Before the war 55 percent of Brazil's
exports and 77 percent of Colombia's came to the United States. During
the war years these percentages rose to 83 and 96, respectively. The
countries of western Europe are the second most important market, the

principal takers before the war having been Germany, France, the Nether-
lands, and the Scandinavian group. During the war, Germany dropped out
of the market entirely, and shipments to other European countries fell
drastically; whereas the other American Republics became important
purchasers. In 1946, however, Europe began to buy coffee again, and
Brazil shipped to that continent more than 19 percent of its total exports.

CONSUMPTION

In general, the
highest per capita
consumption of coffee is

in those countries of
the North Temperate Zone
having a relatively
rugged climate during
part of the year. The
Scandinavian bloc of
countries, the United
States, and western Eu-
rope fall within this
definition. Because of
the larger populations
of these regions, total
coffee consumption in
them is high. On the
other hand, information
on domestic use of cof-
fee in the producing
nations, which lie in
the tropical and sub-
tropical zones, is scanty
and probably inaccurate.
Coffee drinking is known
to be heavy in the pro-
ducing countries, which
suggests that the data
indicating lower per
capita -use may be mis-
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leading. In Brazil, for example, where data are perhaps more reliable,
per capita consumption is estimated at 16.3 pounds. Also, the United
Kingdom and several of its Dominions, while falling within the range of
temperate climate, are only moderate users of coffee. They prefer tea.
Data on per capita use even in the importing countries are subject to
wide margins of error caused by the fact that yearly population enumera-
tions are not made and total numbers of people must be estimated between
census years. Furthermore, the exact size of stocks in the importing
countries is not known. The following discussion, however, assumes that
consumption is represented by imports (except as noted).

World Trends

World coffee consumption, both total and on a per capita basis, has
increased steadily during the past 40 years, except during the two war
periods (table 6). During the 40-year period, the United States was the
principal consumer of coffee, taking 38.5 percent of the total imports
in the 5-year period 1909-13 and increasing this percentage to 50.4 in

the 5 years before the war. Although complete data are not available
for the war years, the percentage is known to have been even higher then.
Germany and France were important before the war and took half the total
imported into Europe. Both the total quantity and the percentage of cof-
fee going to Europe declined during World War I. In the inter-war years,
the quantity taken by Europe exceeded the prewar total, but the per-
centage of total imports did not reach the prewar figure. Although it

is too soon to forecast what the trend will be following World War II,

present indications are that it will be similar to that following World
War I. The United States and Europe together usually take from 90 to

95 percent of all coffee imports, leaving only 5 to 10 percent for other
areas. During the recent war years, the other American Republics took

an increasing proportion of the total.

In order to obtain an estimated total of world coffee consumption,
it is necessary to add to imports the amounts of coffee used in the

producing countries. Few of these countries have statistics on con-

sumption so that any estimate given may be in error by as much as 100

percent. Even such crude estimates are scarce. Figures for 1945, how-

ever, indicate a total of 8.5 million bags consumed in the producing
countries, 5.4 of which were in Brazil alone, compared with a total of

6.6 million in previous years. Total world disappearance of coffee in

1945 is therefore estimated at 34.8 million bags, or slightly more than

the prewar average of 34.2 million bags. On a per capita basis, con-

sumption in the producing countries varies sharply from one country to

another, the highest in 1945 having been in Brazil, where per capita
disappearance averaged 16.3 pounds. Cuba was next with 13.2 pounds.

United States •

Imports of coffee into the United States have increased steadily

since 1850 (fig. 7), the trend moving upward much more steeply than that
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NET IMPORTS OF COFFEE INTO THE UNITED STATES
AND AVERAGE IMPORT PRICE, 1850 - 1947
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for population increase. Ten to twenty-year cycles occur around the

trend line. Unit import prices for this same period show only a slight-
ly upward tendency, with cyclical variations sharply marked. Per capita

consumption increased from 5 pounds in 1867 to almost 20 pounds in 1946.

(See table 7.) When only the adult population is considered, the per

capita figure is considerably higher.

Consumption of coffee in the United States increased from 145,000,-
000 pounds in 1850 to 2,729,000,000 in 1946, which was the year of

largest coffee imports. Imports of 1,715,000,000 pounds in 1942 were
the smallest for any recent year as a result of shipping restrictions.

Both on a total and a per capita basis, coffee consumption expanded at

an increasing rate during the war years. Among others, the following

explanations have been offered for this rise: The gradual aging of the

population, with a greater proportion of the total falling within the

coffee-drinking ages; a high level of purchasing power with relatively

stable coffee prices; accessibility and awareness of coffee as a beverage

brought about by development of in-plant feeding practices and adver-

tising campaigns. 3/ These factors, in turn, stimulated the serving of

coffee at social functions, business gatherings, and "between meal"

snacks, as well as the use of an increased quantity of coffee per cup.

The emphasis on coffee drinking in the Armed Forces may have established

habits among, the returned veterans which led to increased consumption.

3_/Much of the discussion on this section on consumption is based on un-
published material prepared by Lawrence Witt, entitled "World Consump-
tion of Coffee .

"
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Brazil has been the principal supplier for the United States market.

The year 1801 was the first for which imports from that country are

listed, a total of 532 pounds having been brought in. They have since

reached a peak of 1,547,000,000 pounds, in 1945. In more recent years,

however, the percentage of the total supplied by Brazil has declined and

that from the mild coffee countries increased (fig. 8).

European Trends

Imports into Europe show a slightly upward trend, except during the

war years. Before the war, France and Germany were the principal con-
sumers, although the per capita utilization was highest in the Scandina-
vian countries. In fact, the prewar per capita consumption of the
Scandinavian countries was higher than that of the United States. Sev-
eral of the European countries are buying coffee again and should at
least reach their prewar takings. It may be some little time, however,
before Germany and Italy will offer a substantial market for this bev-
erage .

INTERNATIONAL COFFEE CONTROLS

Because of the importance of coffee in the economic life of the
countries producing it, the unwieldy world surplus and low coffee prices
of the 1930' s spelled hardship to a large number of people. Brazil had
succeeded intermittently in bettering its own position by valorization
schemes in earlier years.

BAGS
(MILLIONS)

20

I 5

I

IMPORTS OF COFFEE INTO THE UNITED STATES
BY PRINCIPAL COUNTRIES OF ORIGIN

Others
Central America
Colombia
Brazil

60 KILOS EACH (132-276 POUNDS}

U S DEPARTMENT OF AGRICULTURE NEG 1053 OFFICE OF FOREIGN AGRICULTURAL RELATIONS
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TABLE 7. --Coffee imports per capita, retail prices of coffee, and

Per capita incomes m the United States, 1925-45

TEAR

PER CAPITA CONSUMPT ION

RETAIL PRICES PER CAPITA U.S.
INCOMETOTAL

POPULAT ION
C IV I L I AN

POPULAT ION

rounds nrounds Lents per pound Dollars

11 50. u 636
12.6 50. 2 652
12 U7.U 638
12 U8.2 653
12 47.

9

68U
12.8 39.5 560
13.9 32.8 U39
11.9 29. U 320
12.5 26. u 337
12 26.9 392
13.7 25. 7 ^38
13.5 2U.3 507
13.

1

25.5 555
15.2 23. 2 U95
15.2 22.

u

5U1
15.5 21. 2 588
16.5 15. 6 23.6 727
15.1 13.8 28.3 907
1U. 1 12. 6 30 1,095

19U2i c . , 18.3 16.3 30.

1

1, 16U
19.5 16.8 30.5 1. 153
19.

U

19.8 3U.U 1, 25U
19U7... 17.8 U6.9 1,368

"World Consuaption of Coffee"by Lawrence Witt, an unpublished manuscript.

Iiports per capita froa Department of Commerce represent net imports per capita up to 1940.
Average per capita consumption 1911-14 was 9.4 pounds; 1915-19, 11.3 pounds; and 1920-24, 11.9
pounds. Up to 19 19 figures are for fiscal years, ending June 30. Retail coffee prices from
Division of Retail Prices, Bureau of Labor Statistics, U. S, Department of Labor. Per capita
income froa National Bureau of Economic Research from 1925 to 1929, and from U, S, Departaent
of Commerce, estimated 1929-47.

The late 1920's, however, brought bumper crops that could not be

sold, and Brazil began, in 1931, on a program of coffee destruction in

an effort to raise prices. Other coffee countries realized that the

problem was one that concerned all of them and sent delegates to Bogota,

Colombia, in October 1936 to attend the first Pan-American Coffee Con-

ference. Many proposals were presented and discussed, but no agreement

was reached. The group met in August 1937 at Habana, Cuba, for a second

conference and again in June 1940 at New York for a third meeting. Al-

though constructive background conversations were held, no concrete ac-

tion was taken.

During 1940, the Inter-American Financial and Economic Advisory

Committee, created by the First Meeting of Foreign Ministers of the

American Republics in 1939, set up a Subcommittee on Coffee to explore

the possibilities of cooperative action. The negotiations of this Sub-

committee were terminated on November 28, 1940, when an Inter-American

Coffee Agreement was signed by 14 producing countries and the United

States. It was ratified by a sufficient number of countries to become

effective by protocol signed on April 15, 1941.

Basic quotas were established in the agreement covering the amounts

that could* be shipped from each participating country to the United
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States market and to markets outside the United States. The United
States agreed also to limit entry for consumption of coffee produced in

countries not participating in the agreement to 355 , 000 bags (of 60

kilograms or 132 pounds) a year. The quota year was set as October 1

through September 30 of the following year.

The Inter-American Coffee Board, provided for in article IX, admin-

istered the agreement and was empowered to adjust quotas according to

specified regulations. All 15 participating countries were represented
on the Board. The representative of the United States had 12 votes, the

one from Brazil 9, from Colombia 3, and from the other participating
countries, one each.

The agreement provided the framework within which the principal
producing countries and the major consuming nation could cooperate - "to

promote the orderly marketing of coffee, with a view to assuring terms
of trade equitable for both producers and consumers by adjusting the sup-
ply to demand." At the time the agreement was signed, World War II had
already started in Europe, and soon thereafter the Western Hemisphere
was drawn into the conflict. An appraisal of the effectiveness of the
agreement is, therefore, difficult to make. The increases in prices
which occurred in the months immediately following signature, however,
may be traced to the agreement.

Price ceilings on coffee were established in the United States by
the Office of Price Administration, effective December 8, 1941. With
the cutting off of the European market for coffee during the war years,
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the increase of con sumption in the United States, and shipping shortages,
revisions in the basic quotas soon became necessary. These were made by
the Inter-American Coffee Board from time to time in such a way as to
ensure maximum utilization of shipping space and equitable distribution
of the United States market among producing countries. All quotas were
made inoperative in 1945, and the agreement itself was terminated on

September 30, 1948. An Inter-America Coffee Commission has been estab-
lished under the auspices of the Inter-American Economic and Social
Council to continue some of the work formerly performed by the Coffee
Bo ard.

ECONOMIC FACTORS AFFECTING COFFEE

Pri ce s

The movement of coffee prices over a long period from 1850 to date
was slightly upward, the uncorrected data moving in cycles influenced by

the general business cycles. (See fig. 7.) From 1913 through 1945 the

general trend seems to have been downward. (See fig. 10.) The level of

prices of the mild coffees is somewhat higher than that for Brazils, the
exact variations depending on quality. In general, the spread between
the two is wider in the higher price ranges, and from time to time the
year-to-year changes are different in degree and direction. In addition
to general business conditions, these prices are influenced by the de-

mand and supply situation for coffee as a commodity, and they, in turn,

bring about corresponding shifts in both demand and supply. These inter-
actions are difficult to trace for any product and are made doubly so in

COFFEE: ANNUAL SPOT PRICES IN NEW YORK OF SANTOS-4 AND MANIZALES
1913- 48
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the case of coffee because of the importance of other factors in the
production and consumption patterns.

On the supply side, the direct response to price is in plantings,

data on which are scanty, with the production response itself coming

some 5 or 7 years later. Weather enters here to modify the results ex-

pected, as does the short-time cycle caused by the phenomenon of a heavy

harvest usually being followed by 1 or 2 years of light production from

the same trees. On the demand side, the influence of consumer purchasing

power appears to exceed that of price on quantity purchased. Again,

these interactions, while similar in nature, may be expected to vary

from country to country, on both the producing and consuming side.

Since Brazil is the principal producer and the United States is the

principal consumer of coffee, producer and consumer response in those
countries is important.

With coffee trees coming into bearing some 4 or 5 years after
planting, Brazilian production cycles may be expected to range from 8 to

14 years. The high prices of the middle 1870' s caused heavy investments
to be made in plantations, which resulted in large crops beginning in

1879. Excessive stocks brought about a declining price trend through
1886 which again resulted in overproduction and another fall in prices
from 1897 to 1900. During the more recent past, the cycles have con-
tinued, being modified somewhat by artificial controls.

On the consumption side, the uncorrected data on imports into the
United States and the import price per unit show little correlation.
When the import figures are corrected for population increase and prices,
for the general price level, there is still no evidence of relationship.
It is only after removing cyclical trends from the corrected data that
a price-demand relationship appears. This correlation indicates that,
whereas consumption does respond to price change, the percentage change
in consumption is much less than the percentage change in price.

Purchasing Power in

Consuming Countries

For the United States
market, at least, purchasing
power in the hands of con-
sumers appear to be of im-
portance in determining the

quantity of coffee to be
bought. With a higher level
of per capita income, there
is a tendency to use more
coffee per cup, more social
functions are given, coffee
and light refreshments are

served at civic or other
organizational meetings, and

between-meal coffee drinking
at snack bars is more prev-
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alent. The pattern of demand in countries other than the United States
is probably different, but there is evidence that the level of pur-
chasing power influences consumption in those countries also.

Elasticity of Demand

Statistical determination and measurement of the demand schedule for
coffee is beset with all the difficulties that are present for other
commodities. One such study, however, derived a demand curve which is a

negatively inclined line, almost vertical for most of the range, becoming
slightly concave at the lower end. This curve would indicate the demand
for coffee is extremely ine 1 as t ic , espec i a 1 ly for high and medium prices.
Data used were imports into the United States corrected for population
change to represent consumption and average import price corrected for

price level, both series being expressed in logs. The schedule is curvi-
linear, even in logs, indicating that the elasticity of demand changes at

each point. The upper part is a straight line with an elasticity of
-0.08, whereas at one point in the lower range it is -0.5.4/

Although studies of this type usually cannot be conclusive because
of the difficulty of eliminating other factors affecting demand and

price, the historical behavior of the industry as well as theoretical
considerations uphold the conclusion that changes in prices do not have

a corresponding influence on demand. The period of high production in

the late 1930' s, for example, resulted in the piling up of unsold coffee

stocks, even though prices dropped to extremely low levels. The current

high prices have also failed as yet to bring about a marked lessening of

consumer demand.

Trade Barriers

For several years, the European countries have imposed import re-

strictions on coffee in the form of import tariffs, import licensing,

exchange controls, etc., and recently there has been a tendency toward

stricter controls. Before the war (in 1936), the import tariff on cof-

fee in the United Kingdom was 2.08 cents (U.S. currency) per pound for

Empire countries and 3.13 cents for all other areas. The tariff was

highest in Spain, where coffee carried a, duty of 88.91 cents per pound;

by 1945, it had risen to $1.08 per pound. The restrictions were rela-

tively less in the Scandinavian area which probably accounted partly for

the higher per capita level of consumption in those countries. Imports

into the principal market, the United States, however, are free of duty,

and the free status is bound by trade agreements with Brazil, Colombia,

and several other coffee-producing countries. During the operation of

the Inter-American Coffee Agreement quotas, the quantity of coffee im-

ported into the United States from each country was regulated, as has

already been mentioned.

Balance Between Supply and Demand

During the recent past (beginning 1938-39) both production and

consumption of coffee (as measured by imports into the importing coun-

4/Gilboy, Elizabeth Waterman. "Time Series and the Derivation of Demand

and Supply Curves; Study of Coffee and Tea, 1850-1930." Quart. Jour.

Econ. 48:685, illus. 1934.




