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AN E S T I M A T E  O F TH E E F F E C T  OF TH E 1962 IN T E R N A T IO N A L  

C O F F E E  A G R E E M E N T  ON R E V E N U E  F R O M  G R E E N  C O F F E E  

E X P O R T S  TO TH E UNITED S T A T E S  O F  S E L E C T E D  

PRO DU CING  COUNTRIES, 1963-1966

C H A P T E R  I 

IN TRO DU CTIO N

In l a t e  1962, d e l e g a t e s  f r o m  f i f t y - f o u r  g o v e r n m e n t  s igned  

the  f i r s t  c o m p r e h e n s i v e  i n t e r n a t i o n a l  c o m m o d i t y  a g r e e m e n t  e v e r  

n e g o t i a t e d  b e t w e e n  a l l  m a j o r  p ro d u c in g  c o u n t r i e s  and c o n s u m i n g  

n a t io n s  of a  p r i m a r y  p r o d u c t - - t h e  I n t e r n a t i o n a l  Coffee  A g r e e m e n t  

o f  1962.

In p r i n c i p l e ,  the  1962 A g r e e m e n t  w a s  v ie w ed  as  the  lo g i c a l  

t e s t  of  an i n c r e a s e d  i n t e r e s t  in i n t e r n a t i o n a l  c o o p e r a t i o n  in the  

p r o d u c t i o n  and m a r k e t i n g  of p r i m a r y  p r o d u c t s .  The A g r e e m e n t  

r e g u l a t e d  a c o m m o d i t y  w h o s e  c o n s u m e r  d e m a n d  w a s  v e r y  p r i c e -  

i n e l a s t i c ;  the  a c c o r d  p r o v i d e d  f o r  c o n t r o l  o v e r  supp ly;  and  the  

w o r l d  p ro d u c t i o n  of the  a f fec ted  c o m m o d i t y  w a s  d o m i n a t e d  by  one 

o r  two p r o d u c i n g  n a t io n s  who  w e r e  w i l l ing  to  ab ide  by  the



A g r e e m e n t ' s  p r o v i s i o n s .  All  t h e s e  f a c t o r s  w e r e  c o n s i d e r e d  c r u 

c i a l  p r e - c o n d i t i o n s  to the s u c c e s s  of a  w o r ld  c o m m o d i t y  s c h e m e .^

In the la te  1 9 6 0 ' s ,  as  the f i v e - y e a r  a c c o r d  is  be ing  c o n s id 

e r e d  fo r  r e n e w a l  o r  t e r m i n a t i o n ,  it s e e m s  a p p r o p r i a t e  to r e v i e w  

the e f f e c t s  of the  1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t  on the  e x p o r t  

p r i c e  of g r e e n  co ffee ,  and i t s  i m p a c t  on the i n c o m e  w h ic h  s e l e c t e d  

p r o d u c in g  c o u n t r i e s  r e c e i v e d  f r o m  t h e i r  g r e e n  co f fee  s a l e s  to the 

United S ta te s .

G r e e n  cof fee  e x p o r t s  a r e  th e  l a r g e s t  i t e m  in w o r ld  t r a d e  

a f t e r  p e t r o l e u m .  In 1966,  to t a l  e a r n i n g s  f r o m  cof fee  e x p o r t s  

a m o u n te d  to the  e q u iv a le n t  of  US $2. 4 b i l l ion .  S i x t y - s i x  c o u n t r i e s  

p r o d u c e  the f r u i t  s e e d  w h ic h  i s  u s e d  as  a  b e v e r a g e  b a s e .  H o w e v e r ,  

t e n  p ro d u c in g  c o u n t r i e s  a c c o u n t  f o r  t h e  m a j o r  p a r t  of  th e  e x p o r t  

p r o c e e d s ;  B r a z i l ,  C o lo m b ia ,  E l  S a lv a d o r ,  G u a te m a la ,  Mex ico ,  

and C o s t a  R ic a  in L a t i n  A m e r i c a ;  and Uganda ,  Iv o ry  Coas t ,  Angola ,  

and E t h io p ia  in A f r i c a .  In 1966,  t h e s e  n a t ions  e x p o r t e d  g r e e n  

cof fee  w o r h t  US $ 1 . 9  b i l l io n .  T h e i r  e x p o r t s  r e p r e s e n t e d  about  80 

p e r c e n t  of the  v a lu e  of  a l l  1966 g r e e n  cof fee  s h ip m e n t s .

 ̂John  A, P i n c u s ,  " C o m m o d i t y  A g r e e m e n t s :  B o n a n z a  o r  
I l l u s io n ?  " ,  C o lu m b ia  J o u r n a l  of  W o r ld  B u s i n e s s , Vol. II, No. 1 
( J a n u a r y - F e b r u a r y ,  1967),  p. 46.

^ P a n - A m e r i c a n  Cof fee  B u r e a u ,  Annua l  Coffee S t a t i s t i c s ,
1 9 6 6 , (New York :  P a n - A m e r i c a n  Coffee B u r e a u ,  1968),  pp. 16- 
18; T ab le  REV-4,  p. A-75.



Of the t e n  m a j o r  g r e e n  co f fee  p r o d u c e r s ,  two na t ions  

p r e d o m i n a t e  in w o r ld  s a l e s - - B r a z i l  and  Colombia.  In 1966,

B r a z i l  e x p o r t e d  o v e r  US $770 m i l l i o n  of g r e e n  coffee ,  and C o lom bia  

e x p o r t e d  US $340 b i l l i o n  (See T ab le  1). T h e s e  two na t ions  sold 

n e a r l y  h a l f  of a l l  the g r e e n  co f fee  e x p o r t e d  tha t  y e a r .  All of the 

te n  m a j o r  coffee e x p o r t e r s - - except. Ico- - r e c e iv e d  a s ign i f i 

c a n t  s h a r e  of t h e i r  to t a l  f o r e i g n  e a r n i n g s  f r o m  g r e e n  coffee  s a l e s .  

Of th e  p ro d u c in g  n a t ions  r e p r e s e n t e d  in Table  1, E th io p ia  r e l i e d  

m o s t  h e a v i ly  on g r e e n  cof fee  e x p o r t s  a s  a  s o u r c e  of f o r e ig n  

e x c h a n g e .  A bout 88 p e r c e n t  of t h a t  n a t i o n ' s  e x p o r t  r e v e n u e  w as  

g e n e r a t e d  by coffee  s a l e s  in 1966. F o r  m o s t  o t h e r  c o u n t r i e s ,  

g r e e n  co f fee  ez^ports a c c o u n te d  f o r  45  to 50 p e r c e n t  of to t a l  e x p o r t  

p r o c e e d s .  F o r  a l l  c o u n t r i e s  ( e x c e p t  Mexico)  g r e e n  coffee  w as  the 

m o s t  i m p o r t a n t  s in g le  i t e m  th a t  the  naUon expor ted .

S ix ty -e igh t  c o u n t r i e s  i m p o r t  th e  s e e d  ( o r  beans)  fo r

r o a s t i n g  and g r in d in g  Into the  s o lu b l e  p o w d e r  b a s e  f o r  the  coffee 

3
b e v e r a g e .  In 1965,  a  t o t a l  of 44. 9 m i l l i o n  b a g s  of g r e e n  coffee

4
w e r e  s h ip p ed  to  cor .cuming c o u n t r i e s .  M o re  than  90 p e r c e n t  of

^Ibid.  , pp. 16-18 .

4
Ibid. . T o b l e E O - 1 ,  p. A-9.



T A B L E  1

T O T A L  R E V E N U E  F R O M  G R E E N  C O F F E E  E X P O R T S  A ND T H E IR  P E R C E N T  O F 
T O T A L  E X P O R T  R E V E N U E ,  S E L E C T E D  P R O D U C IN G  C O U N TR IE S,

BY CO U N TRY .  1 9 6 6 ^

C o u n t r y
V a lu e  of 

G r e e n  Coffee  E x p o r t s  
( M i l l i o n s  of  U. S. D o l l a r s )

G r e e n  C of fee  S a l e s  A s  A  
P e r c e n t  of T o t a l  
E x p o r t  R e v e n u e

B r a z i l 773.  5 44.  7
C o l o m b i a 339. 2 67. 0
I v o r y  Coa&t 1 1 1 . 4 36.  6
A n g o l a 107.  4 48.  5
U g a n d a 103.  3 56. 0
G u a t e m a l a 102.  3 45.  9
E t h i o p i a 98. 0 87. 5
E l  S a l v a d o r 90. 6 47.  2
M e x i c o 82. 3 6. 7
C o s t a  R i c a 52. 2 42.  1

S o u r c e :  P a n - A m e r i c a n  C o f fee  B u r e a u ,  A n n u a l  Coffee  S t a t i s t i c s ,  1 9 6 6 , (New Y o r k :  
P a n - A m e r i c a n  C of fee  B u r e a u ,  1968) ,  T a b l e  REV -4 ,  p. A-75.



the g r e e n  coffee  w as  e x p o r t e d  to the  U nited  S ta t e s  and W e s t e r n  

E u r o p e  (See T a b le  2).

The  United  S ta te s  w a s  the l a r g e s t  s i n g le  p u r c h a s e r  of g r e e n  

coffee ;  47 p e r c e n t  of a l l  g r e e n  coffee  e x p o r t s  w a s  sh ipped  to the 

United  S ta te s  in 19^5,  The s e c o n d  l a r g e s t  b u y e r  of g r e e n  coffee  

w a s  G e rm a n y ,  w h ic h  acc o u n ted  fo r  abou t  t e n  p e r c e n t  of a l l  such  

e x p o r t s .

The  N a tu r e  of t h e  Cof fee  P r o b l e m

In the e a r l y  1 9 5 0 ' s  the  p h y s i c a l  q u a n t i ty  of w o r ld  g r e e n  

co f fee  p ro d u c t i o n  of  e x p o r t a b l e  q u a l i t y  c l o s e l y  a p p r o x i m a t e d  (on 

an  a n n u a l  b a s i s )  the p h y s i c a l  q u a n t i ty  of w o r ld  e x p o r t s  of g r e e n  

cof fee .  G r e e n  cof fee  p ro d u c t i o n  f r o m  1953 t h r o u g h  1955 w as ,  a s  

T ab le  3 i n d i c a t e s ,  abou t  e q u a l  to  g r e e n  co f fee  e x p o r t s .  H o w e v e r ,  

b eg in n in g  in I 956, i n c r e a s e s  in co f fee  p r o d u c t i o n  b e g a n  to ou tpa ce  

i n c r e a s e s  in co f fee  e x p o r t s .  By 1962,  e x p o r t a b l e  g r e e n  coffee  

p r o d u c t i o n  e x c e e d e d  g r e e n  co f fee  e x p o r t s  by abou t  12 m i l l i o n  bags .  

T h is  u n e x p o r te d  p ro d u c t i o n  r e p r e s e n t s ,  in m o s t  r e c e n t  y e a r s ,  

o v e r p r o d u c t i o n  of about  25 p e r c e n t  p e r  y e a r  r e l a t i v e  to cof fee  

e x p o r t  l e v e l s .  I n c r e a s e s  in p r o d u c t i o n  o c c u r r e d  in a l l  coffee  

p r o d u c in g  c o u n t r i e s .  In a b s o lu t e  t e r m s ,  the g r e a t e s t  i n c r e a s e  in 

e x p o r t a b l e  g r e e n  cof fee  p ro d u c t i o n  w a s  r e a l i z e d  in B r a z i l ;  in 

r e l a t i v e  t e r m s ,  the  A f r i c a n  p r o d u c e r s - - n o t a b l y  E th iop ia ,  Ivo ry



T A B L E  2

.aG R E E N  C O F F E E  I M P O R T S ,  S E L E C T E D  C O U N T R IE S,  1965

G r e e n  C o f fe e  I m p o r t s

I m p o r t i n g  C o u n t r y  A m o u n t  P e r c e n t  of  W o r l d
( M i l l i o n s  of  60 Kg. Bags)  C of fee  E x p o r t s

U n i te d  S t a t e s 21. 3 47.  4

G e r m a n y 4. 6 10.  2

F  r a n c e 3. 6 3. 0

I t a l y 2. 0 4. 5

B e n e l u x 2. 5 5. 6

O t h e r  W e s t e r n  E u r o p e a n  C o u n t r i e s 7. 1 1 5. 8

O'

^ S o u r c e :  U. S. P r e s i d e n t ,  S e c o n d  A n n u a l  R e p o r t  of  t h e  P r e s i d e n t  of t h e  U n i t e d  S t a t e s  
on th e  I n t e r n a t i o n a l  C of fee  A g r e e m e n t , ( W a s h in g t o n ,  D. C. : U. S. G o v e r n m e n t  P r i n t i n g  Off ice ,  
1 96 6 ), p. 4.



C oas t ,  and U g a n d a - - h a v e  i n c r e a s e d  t h e i r  ou tpu t  of g r e e n  coffee  

5
the m o s t .

S tocks  of u n s o ld  g r e e n  co f fee  have  i n c r e a s e d  s t e a d i ly  

b e c a u s e  of the d i s p a r i t y  b e t w e e n  e x p o r t a b l e  g r e e n  cof fee  p r o d u c 

t ion  and g r e e n  cof fee  e x p o r t s  (See  T a b le  3). A lthough  the l e v e l  of 

g r e e n  co f fee  s to c k s  w a s  r e l a t i v e l y  low in  1953 (6. 6 m i l l i o n  bags ) ,  

by  1 962 the g r e e n  co f fee  s to c k p i l e  had  r e a c h e d  7 2 , 4  m i l l i o n  bags .  

T h is  1962 s to c k  l e v e l  r e p r e s e n t e d  n e a r l y  two y e a r s  of  p h y s i c a l  

e x p o r t s  a t  the  1962 e x p o r t  r a t e .

The  e x i s t e n c e  of  s i z a b l e  g r e e n  cof fee  s to c k s  s u g g e s t s  tha t  

c o n s i d e r a b l e  e f f o r t s ; w e r e  e x e r t e d  by  in d iv id u a l  p ro d u c in g  c o u n t r i e s  

( o r  g r o u p s  of p r o d u c in g  c o u n t r i e s )  to  r e s t r i c t  the  e f f ec t iv e  supp ly  

of  g r e e n  co ffee .  T h e s e  a t t e m p t s  to c o n t r o l  the supp ly  of g r e e n  

co f fee  a n t e d a t e  the  1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t ,  w h ic h  

a l s o  a t t e m p t s  to r e s t r i c t  the  e f f ec t iv e  g r e e n  co f fee  supp ly  t h r o u g h  

s y s t e m a t i c  e x p o r t  q u o ta  a l l o t m e n t s .  The  e f f e c t  of th e  r e s t r i c t e d  

cof fee  supp ly  (i, e, , t h e  p u r p o s e f u l  r e t e n t i o n  of a  p o r t i o n  of cof fee  

p ro d u c t io n )  w a s  to  m a i n t a i n  e x p o r t  p r i c e s  a t  a  l e v e l  above  th a t  

w h ic h  would  h a v e  e x i s t e d  in  t h e  a b s e n c e  of s u c h  r e s t r i c t i o n s .  

P r e s u m a b l y ,  the  r e a s o n  f o r  r e s t r i c t i n g  the  e f f ec t iv e  g r e e n  coffee

^See Appendix ,  T ab le  21 f o r  annua l  d a t a  on e x p o r t a b l e  
g r e e n  cof fee  p r o d u c t i o n  f r o m  1950 th r o u g h  1966,



T A B L E  3

T O T A L  P R O D U C T IO N ,  E X P O R T S ,  AND E N D - O F - Y E A R  S T O C K S  O F  G R E E N  C O F F E E ,  
A L L  P R O D U C IN G  C O U N T R IE S ,  BY YEARS,  A N N U A L L Y ,  1 9 5 3 - 1 9 6 2 “

( T h o u s a n d s  of  60 Kg. Bags)

Y e a r
E x p o r t a b l e  G r e e n  
C offee  P r o d u c t i o n

G r e e n  C offee  
E x p o r t s

E n d - o f - Y e a r
S to c k s

1953 32,  887 3 4 , 6 4 7 5, 611
1954 33,  680 28, 918 6, 493
1955 3 2 , 9 5 3 3 3 , 5 0 9 1 1 , 1 9 6

1956 4 3 , 6 1 7 3 8 , 5 0 9 16,  517
1957 34,  582 36,  057 1 4 , 9 5 6
1958 46,  230 36, 505 23, 846
1959 52, 001 42,  587 36,  870

I 9 6 0 66,  421 4 2 ,4 9 1 6 0 , 9 4 0
1961 52, 814 43 ,  725 66,  5 3 4 ^
1962 58, 275 46,  256 72,  4 4 8 ^

^ F i g u r e  d o e s  n o t  i n c lu d e  3 m i l l i o n  b a g s  w h i c h  w e r e  a l l o c a t e d  f o r  i n d u s t i  i a l  u s e  in B r a z i l .  

^ F i g u r e  d o e s  no t  i n c lu d e  7 m i l l i o n  b a g s  w h i c h  w e r e  d e s t r o y e d  in B r a z i l  d u r i n g  th e  e a r l y
p a r t  of  th e  c o f f e e  y e a r .

c.' S o u r c e s :  U. S. D e p a r t m e n t  of  A g r i c u l t u r e ,  F o r e i g n  A g r i c u l t u r a l  S e r v i c e ,  F o r e i g n
A g r i c u l t u r a l  C i r c u l a r :  Coffee ,  F C O F  s e r i e s ,  v a r i o u s  i s s u e s ,  1953 t h r o u g h  1963; S p e c i f i c  d a t a
on the  e n d - o f - y e a r  s t o c k s  f r o m  F C O F -1  ( J a n u a r y ,  1967),  T a b l e  III, p. 9.
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supply  w as  not to m a in t a i n  cof fee  e x p o r t  p r i c e s  p e r  se ,  bu t  to

m a in t a i n  g r e e n  cof fee  e x p o r t  r e v en u e .

D e s p i t e  the e f fo r t s  in  the  m id  1 9 5 0 ' s  to r e s t r i c t  the g r e e n

coffee  supply  th ro u g h  coffee  r e t e n t io n  s c h e m e s ,  cof fee  e x p o r t

p r i c e s  fe l l  (See Tab le  4). The a v e r a g e  a r '  ua l  p r i c e  fo r  g r e e n

coffee  e x p o r t s  in the  New Y o rk  m a r k e t  w a s  US $86. 88 p e r  60 Kg.

bag  in 1954.  E x p o r t  p r i c e s  f e l l  r a t h e r  c o n s i s t e n t l y  t h e r e a f t e r ;  by

1962 , the  a v e r a g e  v a lu e  of a  60 Kg. bag  in New Y o rk  w a s  only

US $40.  27. The s u b s t a n t i a l  i n c r e a s e s  in coffee  e x p o r t s  p ro b a b ly

c o n t r i b u t e d  to th i s  dow nw ard  t r e n d .  ^

The  cof fee  e x p o r t  p r i c e s  of the l a r g e r  p r o d u c in g  c o u n t r i e s

f e l l  r a t h e r  s h a r p l y  f r o m  1956 th r o u g h  1959, and then  con t inued

7
d ow nw a rd  in a  m o r e  m o d e r a t e  d e c l in e  t h r o u g h  1962.

E a r n i n g s  f r o m  g r e e n  cof fee  e x p o r t s  to the  United  S t a t e s  

a l s o  f e l l  d u r in g  the 1954 -1962  p e r io d .  As Tab le  5 in d i c a t e s ,  the  

v a lu e  of  a l l  g r e e n  cof fee  e x p o r t s  to the  United  S ta t e s  f r o m  a l l  

p r o d u c in g  c o u n t r i e s  w a s  US $ 1 , 4 8 4  m i l l i o n  in 1954.  In 1962 t o t a l  

g r e e n  coffee  s a l e s  to th e  United  S ta t e s  am o u n te d  to only US $990

M o r e  c a r e f u l  c o n s i d e r a t i o n  i s  g iven  to th i s  a s s e r t i o n  in 
C h a p t e r s  IV and V, in w h ich  the  s t a t i s t i c a l  a n a l y s i s  of the  f a c t o r s  
invo lved  in  in f luencing  coffee  e x p o r t  p r i c e s  and r e v e n u e  is  
p r e s e n t e d .

7
See Appendix,  T a b le s  25 and 26.



T A B L E  4

A V E R A G E  A N N U A L  BA G  P R I C E  F O R  G R E E N  C O F F E E  E X P O R T S  T O  T H E  U N IT E D  S T A T E S ,  
F R O M  A L L  P R O D U C IN G  C O U N T R IE S ,  BY YEARS,  A N N U A L LY ,  19133-1962^

(U. S, C u r r e n t  D o l l a r s  p e r  60 Kg. Bag,  D e l i v e r e d  in  N ew  Y ork)

Y e a r A v e r a g e  P r i c e  p e r  Bag

1953 69.  70
1954 86. 88
1955 69. 02

1956 67. 71
1957 65. 88
1958 58. 05
1959 4 7 . 1 5

I 9 6 0 45.  62
1961 42.  91
1962 40.  27

^ S o u r c e :  U. S. D e p a r t m e n t  of  C o m m e r c e ,  B u s i n e s s  and  D e f e n s e  S e r v i c e s  A d m i n i s t r a t i o n ,
P r e s s  R e l e a s e ,  B D - s e r i e s ,  v a r i o u s  i s s u e s ,  1953 t h r o u g h  1963.



T A B L E  5

V A L U E  o r  U N IT E D  S T A T E S  P U R C H A S E S  O F  G R E E N  C O F F E E  F R O M  A L L  
P R O D U C I N G  C O U N T R IE S ,  BY YEARS,  A N N U A L L Y ,  1 9 5 3 -1 9 6 2 ^

( M i l l i o n s  of  U. S. C u r r e n t  D o l l a r s )

Y e a r V a lu e  of  
G r e e n  C o f fee  E x p o r t s

1953 1 . 4 6 8
1954 1. 484
1955 1 , 3 5 6

1956 1, 441
1957 1, 375
1958 1 , 1 7 2
1959 1 , 0 9 7

I9 6 0 1, 004
1961 964
1962 990

^ S o u r c e :  U, S. D e p a r t m e n t  of C o m m e r c e ,  B u s i n e s s  a n d  D e f e n s e  S e r v i c e s  A d m i n i s t r a t i o n ,
P r e s s  R e l e a s e .  B D - s e r i e s ,  v a r i o u s  i s s u e s ,  1953 t h r o u g h  1962.
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m i l l ion .  T h is  r e d u c t io n  of g r e e n  coffee  r e v e n u e  r e p r e s e n t s  a  

d e c l in e  of abou t  o n e - t h i r d  in g r e e n  coffee  e a r n i n g s  f r o m  the 1954 

leve l .  In add i t ion  to the  s e c u l a r  d e c l in e  in g r e e n  coffee  e a r n i n g s ,  

t h e r e  w a s  a l s o  c o n s i d e r a b l e  f lu c tu a t io n  in th e  y e a r - t o - y e a r  e a r n 

ings  l e v e l  of in d iv id u a l  p ro d u c in g  c o u n t r i e s ,  a s  i n d i c a te d  by the
g

v a r i a t i o n  in t h e i r  s a l e s  to  the U nited  S ta te s .

In B r a z i l ,  f o r  e x a m p le ,  the v a lu e  of  g r e e n  cof fee  e x p o r t s  

to the  United  S ta t e s  in 1954 w a s  US $544 m i l l ion ;  in 1955,  g r e e n  

cof fee  s a l e s  to the U nited  S ta t e s  a m o u n te d  to US $486 m i l l io n ;  in

9
19 56, c o m p a r a b l e  e x p o r t s  to t a l l e d  US $604 m i l l ion .  S ince  g r e e n  

co f fee  r e v e n u e  a c c o u n t s  f o r  a  l a r g e  p o r t i o n  of B r a z i l ' s  t o t a l  f o r e ig n  

e x c h a n g e  e a r n i n g s ,  any  c o n s i d e r a b l e  c h a n g e  in g r e e n  cof fee  in c o m e  

h a s  a  s ig n i f i c a n t  i m p a c t  on B r a z i l ' s  e x t e r n a l  l iqu id i ty .  F l u c t u a 

t i o n s  in g r e e n  cof fee  e a r n i n g s  h a v e  s i m i l a r  e x t e r n a l  c o n s e q u e n c e s  

f o r  m o s t  of  th e  o t h e r  m a j o r  cof fee  p r o d u c in g  na t ions .

g
T h is  s tudy  a s s u m e s  th a t  the  c h a n g e s  in i n c o m e  f r o m  a  

n a t i o n ' s  g r e e n  cof fee  s a l e s  to  the  United  S ta t e s  r e f l e c t  the g e n e r a l  
m o v e m e n t  in i t s  to t a l  r e v e n u e  f r o m  cof fee  e x p o r t s  to  a l l  c o u n t r i e s .  
T h is  a s s u m p t i o n  is  i d e n t i c a l  to th a t  m a d e  by  the  I n t e r n a t i o n a l  
Coffee  O r g a n i z a t i o n - - t h e  a d m i n i s t r a t i v e  o r g a n  of the  1962 
A g r e e m e n t - - w h i c h  c h o s e  the  U nited  S t a t e s  g r e e n  coffee  i m p o r t  
m a r k e t  a s  the  b e l l w e a t h e r  f o r  w o r l d  cof fee  s a l e s .

9
P a n  A m e r i c a n  Coffee B u r e a u ,  A nnua l  Coffee S t a t i s t i c s . 

1954,  1955,  and 1956 i s s u e s  ( N u m b e r s  18,  19, and 20), T ab le  
I V - 9. See  a l s o  Appendix ,  T a b le  28 of t h i s  s tudy .



1 3

The b a s i c  cof fee  p r o b l e m  a s  de f ined  by the cof fee  p ro d u c in g  

n a t io n s  t h e m s e l v e s ,  c o m p r i s e d

a  te n d e n c y  t o w a r d  p e r s i s t e n t  d i s e q u i l i b r i u m  
b e t w e e n  p r o d u c t i o n  and  c o n s u m p t io n ,  a c c u m u la t io n  
of burdensome s to c k s ,  and  p r o n o u n c e d  f lu c tu a t io n s  
in p r i c e s  and g r e e n  co f fee  e x p o r t  e a r n i n g s .  . .

The  1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t  

and The Coffee P r o b l e m

The d e s i r e  to s t a b i l i z e  a n d / o r  i n c r e a s e  g r e e n  cof fee  e a r n 

ings  b e g a n  to occupy  the  c o l l e c t i v e  a t ten t ion  of cof fee  p r o d u c e r s  

and c o n s u m e r s  a s  e a r l y  a s  1954.   ̂  ̂ In 1962,  e ig h t  y e a r s  of i n t e r 

n a t i o n a l  c o n f e r e n c e s ,  u n i l a t e r a l  cof fee  r e t e n t i o n  p r o g r a m s ,  and  

i n t e r i m  m u l t i l a t e r a l  p r o d u c e r  a g r e e m e n t s  c u l m i n a t e d  in the adop 

t i o n  of the I n t e r n a t i o n a l  Coffee  A g r e e m e n t  of 1962. The s ix  m a j o r  

o b j e c t i v e s  of the  1962 a c c o r d  a r e :

(1) To a c h i e v e  a  r e a s o n a b l e  b a l a n c e  b e t w e e n  supp ly  and 
d e m a n d  on a  b a s i s  w h ic h  w i l l  a s s u r e  a d e q u a te  s u p p l i e s  of  
cof fee  to c o n s u m e r s  and m a r k e t s  f o r  cof fee  to p r o d u c e r s  
a t  eq u i t a b le  p r i c e s ,  an d  w h ic h  w i l l  b r i n g  abou t  l o n g - t e r m  
e q u i l i b r i u m  b e t w e e n  p r o d u c t i o n  and co n s u m p t io n ;

Uni ted  N a t ions  Coffee C o n fe r e n c e ,  1962,  S u m m a r y  of 
P r o c e e d i n g s . ( E /  Conf. 4 2 /7 ) ,  " P r e a m b l e  to  the  I n t e r n a t i o n a l  
Coffee A g r e e m e n t ,  1962" ,  p. 56.

Coffee p r o d u c e r  and c o n s u m e r  n e g o t i a t i o n s  and a g r e e 
m e n t s  a r e  d i s c u s s e d  in C h a p t e r  III.
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(2) To a l l e v i a t e  the s e r i o u s  h a r d s h i p  c a u s e d  by 
burdensome s u r p l u s e s  and e x c e s s i v e  f lu c tu a t io n s  in 
the p r i c e s  of coffee  to the d e t r i m e n t  of the i n t e r e s t s  
of bo th  p r o d u c e r s  and c o n s u m e r s ;

(3) To c o n t r i b u te  to the d e v e l o p m e n t  of p ro d u c t i v e  
r e s o u r c e s  and to. the  p r o m o t i o n  and m a i n t e n a n c e  of 
e m p lo y m e n t  and in c o m e  in the M e m b e r  c o u n t r i e s ,  
t h e r e b y  he lp ing  to b r i n g  about  f a i r  w a g e s ,  h ig h e r  
l iv ing s t a n d a r d s ,  and b e t t e r  w ork ing  condi t ions ;

(4) To a s s i s t  in i n c r e a s i n g  the p u r c h a s i n g  p o w e r  of 
c o f f e e - e x p o r t i n g  c o u n t r i e s  by keep ing  p r i c e s  at 
e q u i tab le  l e v e l s  and by  i n c r e a s i n g  consum pt ion ;

(5) To e n c o u r a g e  the  c o n s u m p t io n  o f  coffee  by e v e r y  
p o s s i b l e  m e a n s ;  and

(6) In g e n e r a l ,  in r e c o g n i t io n  of  the  r e l a t i o n s h i p  of  the 
t r a d e  in coffee  to the e c o n o m ic  s t a b i l i t y  of m a r k e t s  f o r  
i n d u s t r i a l  p r o d u c t s ,  to f u r t h e r  i n t e r n a t i o n a l  c o - o p e r a t i o n  
in c o n n e c t io n  w i th  w o r l d  coffee  p r o b l e m s ,   ̂^

To a c h i e v e  t h e s e  goa l s ,  m e m b e r s h i p  in the A g r e e m e n t  w a s

s o l i c i t e d  no t  only f r o m  g r e e n  cof fee  p r o d u c in g  na t ions ,  bu t  a l s o

f r o m  g r e e n  coffee  im p o r t i n g  c o u n t r i e s .

Two m a j o r  f a c e t s  of the A g r e e m e n t  w e r e  to be  im p le m e n te d - -

one w a s  a po l icy  f o r  the a c h i e v e m e n t  of s h o r t - t e r m  o b je c t iv e s ;  the

o t h e r  w a s  a  p r o g r a m  f o r  the a t t a i n m e n t  of l o n g - t e r m  g o a l s .  The

s h o r t - t e r m  o b je c t iv e s  of the  A g r e e m e n t  w e r e  to r e d u c e  f lu c tu a t io n s

in g r e e n  cof fee  e x p o r t  p r i c e s  and to i n c r e a s e  the  e a r n i n g s  f r o m

1 2United  N a t ions  Coffee C o n fe ren c e ,  1962,  c i t . , 
A r t i c l e  1, p. 56.
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I 3
g r e e n  coffee  s a l e s .  The l o n g - t e r m  goa ls  of the  A g r e e m e n t

w e r e  to p r o m o t e  i n c r e a s e s  in c o n s u m p t io n  ( i . e . ,  sh if t  the d e m a n d

s c h e d u le  to the r ig h t  m o r e  r a p id l y  than  the  p r e s e n t  r a t e  of shift)

and to a d j u s t  the p ro d u c t i o n  of  g r e e n  coffee  to the p ro b a b le  l e v e l

14
of c o n s u m p t io n  a t  r e m u n e r a t i v e  p r i c e s .  R e m u n e r a t i v e  p r i c e s  

w e r e  c o n s i d e r e d  to be  g r e e n  coffee  p r i c e s  w h ic h  w e r e  not  lo w e r  

than t h e i r  1962 le ve ls .  The l o n g - t e r m  goa l s  w i l l  not  be d i s 

c u s s e d  in th i s  s tudy.

The s h o r t - t e r m  o b je c t iv e s  w e r e  to  be  a c c o m p l i s h e d  th r o u g h  

a  s y s t e m a t i c  r e s t r i c t i o n  of the g r e e n  cof fee  supply .  T h i s  r e s t r i c 

t ion  would be a c h iev ed  by  e s t a b l i s h i n g  g r e e n  cof fee  e x p o r t  quo ta s  

f o r  e v e r y  c o f fee -p ro d u c in g  na t ion  w h ich  w a s  a  s ig n a t o r y  of the  1962 

I n t e r n a t i o n a l  Coffee A g r e e m e n t .  T h i r t y - s e v e n  c o f fee -p ro d u c in g  

c o u n t r i e s ,  w h ich  acc oun t  f o r  97 p e r c e n t  of  w o r ld  g r e e n  cof fee  

e x p o r t s ,  a r e  s u b je c t  to  t h e s e  g r e e n  cof fee  e x p o r t  quota s .

1 3Ib id . , A r t i c l e  27, p a r a g r a p h s  1 and 2, p. 6 l .

^^ Ib id . , A r t i c l e  46, p. 64; A r t i c l e  48,  p. 65.

 ̂^At the t i m e  of  the  U nited  N a t ions  Coffee C o n fe r e n c e  in 
m i d - 1962, i t  a p p e a r e d  th a t  1962 -63  w o r l d  e x p o r t a b l e  g r e e n  cof fee  
p ro d u c t i o n  would  a p p r o x i m a t e  g r e e n  coffee  e x p o r t s  f o r  the  f i r s t  
t i m e  in a l m o s t  a  d ecade .  1962 p r i c e s  w e r e  t h e r e f o r e  c o n s i d e r e d  
to be n e a r  the e q u i l i b r i u m  poin t ,  and t h e r e f o r e  m a in t a i n a b le .  See 
I n t e r n a t i o n a l  Coffee O rg a n iz a t io n ,  E x e c u t iv e  B o a rd ,  H i s t o r y  of 
I n t e r n a t i o n a l  Coffee A g r e e m e n t s , (London: I n t e r n a t i o n a l  Coffee 
O rg a n iz a t io n ,  1963), p. 71.
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C o n s t r a i n t s  upon cof fee  s u p p ly  w e r e  c o n s i d e r e d  to p r o d u c e  

t h r e e  i m p l i c i t  e f f e c t s :  (1) r e s t r i c t i v e  q u o ta s  w ou ld  i n c r e a s e  coffee 

p r i c e s ;  (2) h i g h e r  coffee  p r i c e s  would  g e n e r a t e  l a r g e r  g r e e n  coffee  

e a rn in g s ;^  ^ and (3) g r e e n  co f fee  s t o c k s  would  i n c r e a s e .  U nexpor t -  

ablc p r o d u c t i o n  w a s  to be h a n d le d  by eac h  p r o d u c e r  c o u n t ry  in 

w h a t e v e r  m a n n e r  i t  thought  b e s t .  S tock  a c c r e t i o n s  w e r e  c o n s id 

e r e d  only a t e m p o r a r y  annoyance ,  b e c a u s e  the  a c h i e v e m e n t  of long

t e r m  A g r e e m e n t  g o a l s  would e l i m i n a t e  the  co n d i t io n s  w h ich  c a u s e d  

m a s s i v e  cof fee  s to ck p i l in g ,  n a m e l y  " ' o v e r - p r o d u c t io n " .

The aid of t h e  coffee  c o n s u m i n g  c o u n t r i e s  w a s  s o l i c i t e d  in 

e n f o r c i n g  the  s h o r t - t e r m  p o l i c i e s  of the  A g r e e m e n t .  The twen ty-  

two im p o r t i n g  c o u n t r i e s  w h ic h  a r e  s i g n a t o r i e s  of the  I n t e r n a t i o n a l  

Coffee A g r e e m e n t  a r e  r equ i re d ,  to a d m i t  in to  t h e i r  c o u n t r i e s  only 

g r e e n  cof fee  e x p o r t s  w h ic h  a r e  sh ip p e d  u n d e r  q u o ta  app ro v a l .  

B e c a u s e  t h e s e  c o f f e e - i m p o r t i n g  c o u n t r i e s  ac c o u n t  f o r  about  92 

p e r c e n t  of a l l  i n t e r n a t i o n a l l y  t r a d e d  co f fee ,  the  t h e o r e t i c a l  ab i l i ty  

to  e n f o r c e  A g r e e m e n t  q u a t a  p o l i c i e s  i s  s u b s t a n t i a l .  The w i l l i n g n e s s  

of the  c o f f e e - i m p o r t i n g  c o u n t r i e s  to b e c o m e  p a r t y  to a p r i c e -  and 

f o r e i g n  e x c h a n g e - m a i n t e n a n c e  s c h e m e  f o r  g r e e n  cof fee  e x p o r t in g

The i m p o r t a n t  a s s u m p t i o n  i s  m a d e  by  A g r e e m e n t  a d v o c a te s  
t h a t  the  d e m a n d  f o r  g r e e n  cof fee  e x p o r t s  i s  i n e l a s t i c .  T h is  a s s u m p 
t ion  is  e x a m in e d  c a r e fu l l y  in C h a p t e r  IV.
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n a t io n s  s t e m m e d  f r o m  th e  d e s i r e  of the  c o f f e e - c o n s u m in g  n a t io n s

to u n d e r w r i t e  the e c o n o m ic  d e v e l o p m e n t  e f f o r t s  of the cof fee-

p r o d u c in g  c o u n t r i e s .

The m a j o r  c o f f e e - c o n s u m in g  na t ions  a r e  h i g h - i n c o m e ,

i n d u s t r i a l  s o c i e t i e s .  The  m a j o r  c o f fe e -p ro d u c in g  c o u n t r i e s  a r e  low-

i n c o m e ,  a g r i c u l t u r a l l y  o r i e n t e d  e c o n o m ie s .  The h i g h e r  p r i c e  pa id

by  the u l t i m a t e  c o n s u m e r  in the  i n d u s t r i a l  na t ion  to the coffee

p r o d u c e r  in the  a g r i c u l t u r a l  e c o n o m y  w a s  to be  c o n s i d e r e d  a

t r a n s f e r  p a y m e n t  in the  i n t e r e s t  of a  m o r e  e q u i t a b le  i n t e r n a t i o n a l

d i s t r i b u t i o n  of in c o m e .  In h i s  1966 r e p o r t  to  the Un i ted  S ta t e s

C o n g r e s s  on the  I n t e r n a t i o n a l  Coffee  A g r e e m e n t ,  P r e s i d e n t  Lyndon

J o h n s o n  e x p r e s s e d  the v ie w  tha t :

F l u c t u a t i n g  cof fee  p r i c e s  h u r t  m a n y  of the d ev e lo p in g  
c o u n t r i e s  of L a t in  A m e r i c a ,  A f r i c a  and A s i a  in two 
w ay s .  F i r s t ,  s h a r p  d e c l i n e s  c a n  be d i s a s t r o u s  to a l l  
t h o s e  c o n n e c te d  w i th  the  cof fee  e conom y ,  and e s p e c i 
a l ly  to f a r m e r s ,  m a n y  of w hom  o p e r a t e  s m a l l  h o ld in g s .  
Second ,  b e c a u s e  so  m a n y  of the c o u n t r i e s  a r e  h e a v i ly  
d e p e n d e n t  on co f fee  e x p o r t s  f o r  e a r n i n g  f o r e i g n  ex ch a n g e ,  
s h a r p  f l u c t u a t i o n s  in cof fee  p r i c e s  can  s e r i o u s l y  d i s r u p t  
e c o n o m ic  d e v e l o p m e n t  ©f the  co f fee  g ro w in g  c o u n t r i e s  
and b e c a u s e  w e  a r e  f a r - a n d -a w  ay the l a r g e s t  coffee  
c o n s u m in g  c o u n t ry ,  the U nited  S t a t e s  h a s  an i m p o r t a n t  
ro le  to p la y  in m a in t a i n in g  the  e f f e c t i v e n e s s  of  the  
I n t e r n a t i o n a l  Coffee A g r e e m e n t .  ^^

17
U. S. P r e s i d e n t ,  S econd  Annual  R e p o r t  of the  P r e s i d e n t  of 

the U nited  S ta t e s  on the  I n t e r n a t i o n a l  Coffee A g r e e m e n t , (W ash ing ton ,  
D. C. : U .S .  G o v e r n m e n t  P r i n t i n g  Office,  1966), pp. 3 ,4 .
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The d i f f icu l ty  of C o n g r e s s i o n a l  a p p r o v a l  f o r  d i r e c t  p r o g r a m s  

of e c o n o m ic  aid to u n d e r d e v e l o p e d  c o u n t r i e s  h a s  m a d e  i n d i r e c t  

t a x a t io n  of c o n s u m e r s  ( t h r o u g h  h i g h e r  p r o d u c t  p r i c e s )  the m o r e  

p r a c t i c a l  m e a n s  of p r o v id i n g  a  m e a s u r e  of e c o n o m ic  s u p p o r t  to 

p o o r  na t ions .  The o l ig o p o l i s t i c  s t r u c t u r e  of  the  w h o l e s a l e  cof fee  

i m p o r t e r - r o a s t e r - d i s t r i b u t o r  i n d u s t r y  m e a n s  th a t  the h ig h e r - t h a n -  

e q u i l i b r i u m  cof fee  p r i c e s  w h ic h  the A g r e e m e n t  s e e k s  to  im p o s e  

w ou ld  be  p a s s e d  on to the  u l t i m a t e  c o n s u m e r  of r o a s t e d  coffee  in 

the f o r m  of h i g h e r  r e t a i l  p r i c e s .  R e c e n t  s t u d i e s  of the  c o n s u m e r  

r o a s t e d - c o f f e e  m a r k e t  s u g g e s t  a  h ig h ly  p r i c e - i n e l a s t i c  p u r c h a s e

18
r e s p o n s e  of cof fee  d r i n k e r s  to  c h a n g e s  in the  r e t a i l  p r i c e s  coffee.

The h igh ly  i n e l a s t i c  r e s p o n s e s  m e a n  th a t  a  b a c k w a r d  sh i f t ing  

of  the h i g h e r  p r i c e  onto d i s t r i b u t o r s ,  i m p o r t e r s ,  o r  p r o d u c e r s  in 

the  f o r m  of r e d u c e d  p u r c h a s e s  of  co f fee  i s  u n l ik e ly  to o ccu r .  As 

an  u n o r g a n i z e d  m a r k e t  of p r i c e - t a k e r s ,  the  u l t i m a t e  cof fee  con

s u m e r s  cou ld  be  r e l i e d  upon  t o  b e a r  s i l e n t l y  the  r e a l  c o s t  of 

d a m p e n e d  p r i c e  m o v e m e n t s  and  i n c r e a s i n g  g r e e n  co f f e e  r e v e n u e  

f o r  th e  p r o d u c e r  n a t ions .

1 8
See,  f o r  e x a m p l e ,  Rex  F.  Daly ,  " C o f f e e  C o n s u m p t io n  

and  P r i c e s  in the  Un i ted  S t a t e s " ,  A g r i c u l t u r a l  E c o n o m i c s  R e s e a r c h , 
Vol. X, No. 3, ( Ju ly ,  1958), p. 62.
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P u r p o s e  and Scope

This  s tudy  h a s  two m a i n  p u r p o s e s .  The f i r s t  p u r p o s e  is  to 

e s t i m a t e  the  s t a t i c  p r i c e - e l a s t i c i t y  of d e m a n d  f o r  the g r e e n  coffee  

e x p o r t s  to the Uni ted  S ta te s  f o r  e a c h  n f  e igh t  c o f fee -p ro d u c in g  

na t ions .  No e s t i m a t e s  of e x p o r t  m a r k e t  p r i e  e - e l a s t i c i t i e s  have  

b e e n  p r e v i o u s l y  pub l i shed .  The s eco n d  p u r p o s e  i s  to e s t i m a t e  the 

annua l  i m p a c t  dn r e v e n u e  f r o m  g r e e n  coffee s a l e s  to the United  

S ta t e s  of the  s e l e c t e d  p r o d u c in g  c o u n t r i e s  w h ic h  m ig h t  be  im p u te d  

to the o p e r a t i o n  of the 1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t  f r o m  

1963 th ro u g h  1 966.

The s tudy a l so  d r a w s  s o m e  c o n c lu s io n s  about  the  e f f e c t i v e 

n e s s  of the 1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t  in ach iev in g  i t s  

s h o r t - t e r m  g o a l s  th ro u g h  the u s e  of  r e s t r i c t i v e  cof fee  e x p o r t  

quo tas .

Sta t ic  d e m a n d  func t ions  w e r e  d e r i v e d  f r o m  l e a s t - s q u a r e s  

e s t i m a t e s  of m u l t i p l e  l i n e a r  func t ions  ( in l o g a r i t h m i c  f o rm ) .  The 

e f fec t  of the  o p e r a t i o n  of the 1962 A g r e e m e n t  on the r e v e n u e  f r o m  

g r e e n  cof fee  e x p o r t s  to the United S ta t e s  of the  s e l e c t e d  p r o d u c e r  

na t ions  w a s  e s t i m a t e d  f r o m  a  d e m a n d  and supply  m o d e l  w h i c h  w a s  

d e v e lo p e d  f o r  e a c h  p r o d u c in g  coun t ry .
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The  a n n u a l  d a t a  f r o m  w h ic h  the  e s t i m a t i n g  func t ions  w e r e

g e n e r a t e d  c o v e r e d  the  p e r i o d  f r o m  J a n u a r y ,  1953 th ro u g h  D e c e m b e r ,

1962. The r e v e n u e  e s t i m a t o r s  inc lude  the  fol lowing v a r i a b l e s :

a v e r a g e  U. S. c u r r e n t  d o l l a r  p r i c e  p e r  b ag  of g r e e n  coffee;  a n n u a l

e x p o r t a b l e  coffee  p r o d u c t i o n  in the s e l e c t e d  coun t ry ;  annua l  e x p o r t s

of g r e e n  coffee  f r o m  th e  s e l e c t e d  p r o d u c e r  nat ion;  and annua l  e x p o r t s

of g r e e n  cof fee  f r o m  the s e l e c t e d  p r o d u c e r  na t ion  to the U nited

S ta te s .  O th e r  b a c k g r o u n d  v a r i a b l e s  w h ic h  m i g h t  a f fec t  the  U nited

S ta t e s  d e m a n d  f o r  g r e e n  coffee  e x p o r t s  f r o m  p ro d u c in g  c o u n t r i e s

w e r e  c o n s i d e r e d - - n o n - i n s t i t u t i o n a l  U. S. popula t ion ,  U. S. p e r s o n a l

c o n s u m p t io n  spend ing  op food,  U. S. d i s p o s a b l e  p e r s o n a l  i n c o m e ,

and the g e n e r a l  l e v e l  of cof fee  e x p o r t  p r i c e s  in the  U. S. m a r k e t .

The p r i m a r y  s o u r c e s  of  the  s t a t i s t i c a l  i n f o r m a t io n  u s e d  in

th i s  s tudy  a r e  the  U. S. D e p a r t m e n t  of  A g r i c u l t u r e ,  the U. S.

D e p a r t m e n t  of  C o m m e r c e  and th e  P a n - A m e r i c a n  Coffee B u re a u .

The  g r e e n  cof fee  e x p o r t s  and  g r e e n  coffee r e v e n u e  of e igh t

p ro d u c in g  c o u n t r i e s  ( o r  c o u n t ry -g ro u p in g s )  a r e  c o n s i d e r e d  in th i s

study .  T h e s e  c o u n t r i e s  a r e  B r a z i l ,  C o lom bia ,  C o s t a  Rica ,  E l

19S a lv a d o r ,  G u a te m a la ,  E th io p ia ,  E a s t  A f r i c a ,  and  W e s t e r n

19 E a s t  A f r i c a  in c lu d e s  the co f fe e -p ro d u c in g  na t ions  of 
Uganda ,  Kenya,  and T a n z a n ia .  In 1966,  U ganda  e x p o r t e d  63 
p e r c e n t  of the  v o lu m e  of E a s t  A f r i c a n  g r e e n  coffee.
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A fr ica .  T h e s e  e igh t  c o u n t r i e s  ac c o u n te d  fo r  abou t  77 p e r c e n t  of 

the vo lu m e  of g r e e n  cof fee  e x p o r t s  in 1966.  They  r e c e i v e d  71 

p e r c e n t  of the to t a l  r e v e n u e  f r o m  g r e e n  coffee  s a l e s  to the  United 

S ta t e s  in 1966.

T h e s e  e igh t  p r o d u c e r s  a r e  am ong  the t e n  m o s t  s ig n i f i can i  

e x p o r t e r s  of  g r e e n  coffee.  They  a l s o  r e l y  r a t h e r  h e a v i ly  on coffee  

e x p o r t s  as  a  s o u r c e  of f o r e ig n  excha nge  r e v e n u e  ( See T ab le  1).

The  goa ls  of the 1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t  a r e  of g r e a t  

s ig n i f i c a n c e  to  the  s e l e c t e d  p r o d u c in g  c o u n t r i e s .  The  s t r i c t  app l i 

c a t io n  of A g r e e m e n t  p o l i c i e s  would  m e a n  r e l i n q u i s h in g  ind iv idua l  

na t io n a l  cof fee  p o l i c i e s  in f a v o r  of a un i f ied  i n t e r n a t i o n a l  p r i c e  

m a i n t e n a n c e  s c h e m e .  In v iew  of the s e l e c t e d  c o u n t r i e s '  d ep e n d e n c e  

on coffee  a s  a  m a j o r  s o u r c e  of  e x t e r n a l  l iqu id i ty ,  p a r t i c i p a t i o n  in 

the i n t e r n a t i o n a l  p a c t  i s  of m o r e  than  p a s s i n g  i n t e r e s t  to them.

Only two of the ten l a r g e s t  g r e e n  c o f f e e - e x p o r t i n g  c o u n t r i e s  

have  b e e n  ex c lu d e d  f r o m  the r e s e a r c h - - M e x i c o  and Angola.

M ex ico  is  a  s i g n i f i c a n t  cof fee  p r o d u c e r ,  and is  of s o m e  im p o r t a n c e  

a s  a  w o r ld  g r e e n  coffee  e x p o r t e r .  In 1966, f o r  e x a m p le ,  M exico  

e x p o r t e d  about  3 p e r c e n t  of  the v o lu m e  of a l l  g r e e n  coffee  e x p o r t s .

W e s t e r n  A f r i c a  in c lu d e s  the c o f f e e - p r o d u c i n g  n a t io n s  of 
Iv o ry  C oas t ,  C a m e r o o n ,  M a d a g a s c a r ,  Togo Repub l ic ,  C e n t r a l  
A f r i c a n  Republ ic ,  Congo ( B r a z z a v i l l e ) , Gabon,  and D ahom ey .  In 
1966 , I v o ry  C o a s t  e x p o r t e d  62 p e r c e n t  of the  v o lu m e  of W e s t e r n  
A f r i c a ' s  g r e e n  coffee.
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It w a s  no t  s tu d ie d  b e c a u s e  of i t s  r e l a t i v e l y  low d e p en d e n ce  on 

g r e e n  co f fee  e a r n i n g s  as  a  s o u r c e  of f o r e ig n  exchange .  M ex ica n  

cof fee  s a l e s  in 1966 a c c o u n te d  f o r  only 6. 7 p e r c e n t  of  i t s  to t a l  

f o r e i g n  e a r n i n g s .

A ngo la  is  the o th e r  s ig n i f i c a n t  p r o d u c in g  c o u n t ry  not 

c o n s i d e r e d .  An in a d eq u a te  a m o u n t  of s t a t i s t i c a l  i n f o r m a t io n  w a s  

a v a i l a b l e  about  the P o r t u g u e s e  d ep e n d e n c y  to d r a w  e c o n o m ic a l ly  

and s t a t i s t i c a l l y  m e a n in g fu l  i n f e r e n c e s  f r o m  the  data.  In 1966,  

A n g o la  e x p o r t e d  about  5 p e r c e n t  of  the t o t a l  v o lu m e  of g r e e n  coffee  

s h i p m e n t s .  The e igh t  p r o d u c in g  c o u n t r i e s  o r  a r e a s  c o n s i d e r e d  in 

th i s  s tu d y  sh ip  the  l a r g e s t  p a r t  of the  v o lu m e  of g r e e n  coffee e x p o r t s  

and r e c e i v e  the  l i o n ' s  s h a r e  of g r e e n  cof fee  r evenue .  They  a r e  a l s o  

c o u n t r i e s  f o r  w h ich  a d e q u a te  s t a t i s t i c a l  i n f o r m a t i o n  w a s  ava i lab le .

G r e e n  coffee  e x p o r t s  t a  the  U n i ted  S ta t e s  w e r e  s e l e c t e d  as  

the  in d i c a t i v e  m a r k e t  f o r  th e  e s t i m a t i o n  of  the  1962 p a c t ' s  e f f e c t s  

on cof fee  e x p o r t  r e v en u e .  T h e r e  a r e  s e v e r a l  r e a s o n s  fo r  th i s  

cho ice .  S t a t i s t i c a l  i n f o r m a t i o n  about  U. S. p u r c h a s e s  of g r e e n  

cof fee  i s  r e a d i ly  a v a i l a b l e  a n d  h igh ly  r e l i a b l e .  The d a t a  u s e d  in the 

s tu d y  a r e  b a s e d  on c u s t o m s  d e c l a r a t i o n s  w h ic h  a r e  r e p o r t e d  by the

I n t e r n a t i o n a l  Coffee  O rg a n iz a t io n ,  F o r e i g n  E xcha nge  
E a r n i n g s  f r o m  Coffee E x p o r t s , E D - 2 4 6 / 6 7 ( E ) ,  (London: I n t e r 
n a t io n a l  Coffee  O r g a n iz a t io n ,  1967),  p. 1.



United  S ta t e s  D e p a r t m e n t  of C o m m e r c e .

The  United  S ta t e s  a l s o  buys  abou t  h a l f  of al l g r e e n  cof fee  

e x p o r t s ;  t h e r e f o r e  any c h a n g e s  in m a r k e t  c o n d i t io n s  ( s u c h  as  the 

p r i c e  of g r e e n  cof fee ,  as  in f lu en ced  by A g r e e m e n t  p o l i c ie s )  would 

be  qu i te  i n f lu e n t i a l  in the U nited  S ta t e s  m a r k e t .  The I n t e r n a t i o n a l  

Coffee Counci l ,  the a d m i n i s t r a t i v e  o r g a n  of the  1962 A g r e e m e n t ,  

u s e s  w h o le s a l e  g r e e n  coffee  e x p o r t  m a r k e t  c o n d i t io n s  in the United 

S ta t e s  a s  the b a s i s  f o r  a l t e r i n g  e x p o r t  q u o ta s  w i th in  y e a r s  and fo r  

p r o j e c t i n g  c h a n g e s  in d e m a n d  f o r  f u t u r e  m a r k e t i n g  p e r io d s .

R e s e a r c h  w a s  con f ined  s o l e l y  to the  g r e e n  coffee  e x p o r t  

m a r k e t  in the Un i ted  S ta te s .  No t r e a t m e n t  i s  g iven  to the  r e t a i l  

c o n s u m e r  m a r k e t  in the  U nited  S ta te s .  It  i s  r e c o g n i z e d ,  h o w e v e r ,  

t h a t  w h o l e s a l e r s '  and r o a s t e r s '  d e m a n d  f o r  g r e e n  coffee  e x p o r t s  

i s  r e l a t e d  to the u l t i m a t e  c o n s u m e r s '  d e s i r e  f o r  r o a s t e d  a n d / o r  

s o lu b le  co ffee .

E x c l u d e d  f r o m  c o n s i d e r a t i o n  in t h i s  s tudy  w a s  a  t r e a t m e n t  

of  the e f f e c t s  of the  1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t  on the 

i m p l e m e n t a t i o n  of  n a t io n a l  d e v e l o p m e n t  p r o g r a m s  in the  cof fee-  

p r o d u c in g  c o u n t r i e s .  M uch  of the v e r b a l  r a t i o n a l e  w h ic h  w a s  g iven  

in the  1962 I n t e r n a t i o n a l  Coffee C o n f e r e n c e  in f a v o r  of c r e a t i n g  a 

m u l t i - l a t e r a l  p r o d u c e r - c o n s u m e r  t r e a t y  a d d r e s s e d  i t s e l f  to  the
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need  to p r o m o t e  h ig h e r  l iv ing  s t a n d a r d s  in the coffee p r o d u c in g  

22
nat ions .

The s h o r t  t e r m  goa ls  of i n c r e a s e d  r e v e n u e  f r o m  coffee  

s a l e s  and g r e a t e r  g r e e n  co f fee  e x p o r t  p r i c e  s ta b i l i t y  w hich  e m e r g e d  

f r o m  the 19*^2 Coffee  C o n f e r e n c e  d i s c u s s i o n s  w i l l  be e x a m in e d  in 

th i s  pape r .

Method of A p p r o a c h

This  s tudy  c o m p a r e s  a c t u a l  r e v e n u e  f r o m  g r e e n  coffee  s a l e s  

to the United  S ta t e s  of the  s e l e c t e d  p r o d u c in g  na t ions  w ith  the  r e v e 

nue w h ich  is  e s t i m a t e d  to h a v e  b e e n  ob ta ined  f r o m  p r o b a b le  s a l e s  

of  g r e e n  co ffee  to  the  United  S ta t e s  in the  a b s e n c e  of the 1962 

I n t e r n a t i o n a l  Coffee  A g r e e m e n t .  T h i s  s p e c i f i c  m e th o d  of  e v a l u a t 

ing the i m p a c t  of the A g r e e m e n t  i s  s u g g e s t e d  by  N. T. Wang:

The i m p a c t  of  the  I n t e r n a t i o n a l  Coffee 
A g r e e m e n t  can  be p r o p e r l y  a s s e s s e d  only  if a  c o m 
p a r i s o n  c a n  be m a d e  b e t w e e n  the s i tu a t io n  u n d e r  the 
t e r m s  of the  A g r e e m e n t  and w h a t  m i g h t  happen  w i th 
out  the A g r e e m e n t .

22
See  United  N a t ions  Coffee C o n fe r e n c e ,  1962, S u m m a r y  of 

P r o c e e d i n g s , (New York :  U n i ted  N a t io n s ,  1963), pp. 21, 22.

23
N. T. Wang,  New P r o p o s a l s  f o r  the  I n t e r n a t i o n a l  F in a n c e  

of D eve lopm en t ,  E s s a y s  in I n t e r n a t i o n a l  F in a n c e ,  No. 59, (A pr i l ,  
1967),  ( P r i n c e t o n :  D e p a r t m e n t  of  E c o n o m i c s ,  I n t e r n a t i o n a l  
F i n a n c e  Sect ion,  P r i n c e t o n  U n i v e r s i t y ,  1967), p. 22.



The a s s u m p t i o n  i s  m a d e  that ,  if the  1962 A g r e e m e n t  had  

no t  b e c o m e  o p e r a t i v e ,  the m a r k e t  b e h a v i o r  of g r e e n  coffee  p r o d u c 

e r s ,  e x p o r t e r s ,  and im p o r t e r s -  d u r in g  1963 t h r o u g h  1 966 would 

r e m a i n  unchanged  f r o m  t h e i r  r e s p e c t i v e  b e h a v i o r  p a t t e r n s  of  the 

p r e v i o u s  t e n - y e a r  p e r io d .  S p ec i f i ca l ly ,  p r o d u c e r s  would  o f f e r  fo r  

s a l e  in the w o r ld  m a r k e t  the s a m e  p r o p o r t i o n  of t h e i r  to t a l  annua l  

ou tpu t  in 1963-1966  th a t  they  a nnua l ly  p ro v id e d  in 1953-1962.  

E x p o r t e r s  would  c h a n n e l  the s a m e  p e r c e n t a g e  of t h e i r  t o t a l  annua l  

s a l e s  to U. S. m a r k e t s ,  and i m p o r t e r s  w ould  r e a c t  to v a r y in g  

q u a n t i t i e s  of a n n u a l  g r e e n  coffee  o f f e r in g s  and changing  g r e e n

coffee  e x p o r t  p r i c e s  in a  m a n n e r  c o n s i s t e n t  with  the  1 953-1 962

. , 24 p e r io d .

Th is  a s s u m p t i o n  p e r m i t s  the  u s e  of annua l  o b s e r v a t i o n s  

on v a r i o u s  e c o n o m ic  v a r i a b l e s  f r o m  1953 th r o u g h  1962 as  the  b a s i s  

f o r  d e r iv i n g  fu n c t io n a l  r e l a t i o n s h i p s  w h ic h  would  g e n e r a t e  e s t i m a t e s  

of  1963-1966  g r e e n  cof fee  r e v e n u e  f r o m  U. S. s a l e s  w h ich  would 

h a v e  a c c r u e d  in the  a b s e n c e  of  the  I n t e r n a t i o n a l  Coffee A g r e e m e n t .

24
To be  m o r e  p r e c i s e ,  the  1963-1 966 t r e n d s  in the e x p o r t s /  

p r o d u c t i o n  r a t i o s  and the  t r e n d s  in  the  s h a r e  of e x p o r t s  going to the 
Uni ted  S ta t e s  m a r k e t  w e r e  a s s u m e d  to be  c o n s i s t e n t  w i th  the 
r e s p e c t i v e  r e l a t i o n s h i p s  d u r in g  the 1953 -1 9 6 2  p e r io d .  T h e s e  
a s s u m p t i o n s  a r e  t e s t e d  in C h a p t e r  V.
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The v a l id i ty  of  the a s s u m p t i o n  of s t a b l e  r e l a t i o n s h i p s  

b e t w e e n  v a r i a b l e s  d u r i n g  the  1 963 -1966  p e r i o d  can  be  i n f e r r e d  

f r o m  the  e x p la in ed  v a r i a t i o n  of  the  d e r i v e d  func t ions  d u r in g  the  

1 953 -1962  p e r io d .  It c a n  a l s o  be  i n f e r r e d  f r o m  the  s i g n i f i c a n c e  of 

the  F - r a t i o  t e s t s  w h ic h  w e r e  p e r f o r m e d  on e a c h  of  the  d e r i v e d  

func t ions .  The F - r a t i o  t e s t  m e a s u r e s  the s t a t i s t i c a l  p r o b a b i l i t y  

of the  e x p la in e d  and u n e x p la in e d  v a r i a t i o n  be ing  equal ;  i. e. , i t  

e x a m i n e s  the p o s s i b i l i t y  t h a t  the e s t a b l i s h e d  fu n c t io n a l  r e l a t i o n s h i p  

is  due to  ch an c e .  I n f o r m a t i o n  on c o e f f i c i e n t s  of  d e t e r m i n a t i o n  and 

F - r a t i o  t e s t s  is  g iven  f o r  a l l  fu n c t io n s  to p r o v id e  the r e a d e r  w i th  

an a d e q u a te  b a s i s  f o r  i n d e p e n d e n t  j u d g m e n t  about  the  v a l id i t y  of  the 

c o n s i s t e n t  b e h a v i o r  a s s u m p t i o n  f o r  e a c h  in d iv id u a l  f u n c t io n a l  

r e l a t i o n s h i p  of e a c h  s e l e c t e d  p ro d u c in g  nat ion.

P a r t s  of  the  E s t i m a t o r  M odel  

The  e s t i m a t i n g  m o d e l  f o r  th e  r e v e n u e  f r o m  g r e e n  cof fee  

s a l e s  to the  U n i ted  S ta t e s  c o n s i s t s  of t h r e e  f u n c t io n a l  r e l a t i o n s h i p s .  

E a c h  of the  fu n c t io n a l  r e l a t i o n s h i p s  w a s  d e r i v e d  f r o m  a m u l t ip l e  

r e g r e s s i o n  p r o g r a m ,  u s in g  the  s i m p l e  l e a s t - s q u a r e s  m e thod .

One func t ion  is  th e  r e l a t i o n s h i p  b e t w e e n  annua l  e x p o r t a b l e  g r e e n  

co f fee  p ro d u c t i o n  of  a  c o u n t ry  and th a t  c o u n t r y ' s  t o t a l  a n n u a l  g r e e n  

co f fee  e x p o r t s .  I t  i s  a s s u m e d  th a t  a  n a t i o n ' s  to t a l  e x p o r t s  d epend  

upon i t s  g r e e n  co f fee  p r o d u c t io n .
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The s t a t i s t i c a l  s ig n i f i c a n c e  of th is  r e l a t i o n s h i p  fo r  any 

s e l e c t e d  p r o d u c i n g  na t ion ,  a s  i n f e r r e d  f r o m  the  a p p r o p r i a t e  F - r a t i o  

t e s t ,  w i l l  s u g g e s t  the v a l id i ty  of th i s  a s s u m p t i o n .  The r e l a t i o n s h i p  

b e t w e e n  e x p o r t s  and p ro d u c t i o n  d o e s  not c o n s i d e r  the in f luence  of 

e x p o r t  p r i c e s  f o r  g r e e n  cof fee  a s  a  c o n t r i b u t o r y  ( independent)  

v a r i a b l e  to  the  v a r i a t i o n  in to ta l  g r e e n  co f fee  e x p o r t s .  The o m i s 

s ion  of  p r i c e  a s  an in d e p e n d e n t  v a r i a b l e  m a k e s  the  d e r i v e d  e x p o r t  

f u n c t io n s  p e r f e c t l y  p r i c e - i n e l a s t i c  (by im p l ic a t io n ) .  T h is  p r o p e r t y  

of the  s h o r t -  r u n  (annual )  e x p o r t  func t ions  i s  s u p p o r t e d  by the h igh  

m u l t ip l e  c o e f f i c i e n t s  of d e t e r m i n a t i o n  (R^) d e m o n s t r a t e d  by t h e s e  

fu n c t i o n a l  r e l a t i o n s h i p s .  (See  T a b le  1 0 in  C h a p t e r  5).

A  s e c o n d  func t ion  i s  the  r e l a t i o n s h i p  b e t w e e n  a  c o u n t r y ' s  

t o t a l  a n n u a l  g r e e n  cof fee  e x p o r t s  and i t s  annua l  g r e e n  coffee  

e x p o r t s  to  th e  U ni ted  S ta te s .  The  a s s u m p t i o n  i s  m a d e  th a t  t h e r e  

i s  a  f ixed  r e l a t i o n s h i p  (w h ich  i s  not  a f f ec ted  by  g r e e n  cof fee  e x p o r t  

p r i c e s )  b e t w e e n  to t a l  g r e e n  c o i f e e  e x p o r t s  and g r e e n  cof fee  e x p o r t s  

to the U n i ted  S ta t e s .  High m u l t i p l e  c o e f f i c i e n t s  of d e t e r m i n a t i o n  

and  low s ig n i f i c a n c e  l e v e l s  f o r  the  F - t e s t s  of  the  d e r i v e d  r e l a t i o n 

s h ip s  s u p p o r t  th i s  c o n ten t io n .  The s e l e c t e d  c o u n t r y  h a b i tu a l ly  

s e n d s  a  p o r t i o n  of i t s  t o t a l  cof fee  e x p o r t s  to the  U nited  S ta tes ,  

r e g a r d l e s s  of g r e e n  cof fee  e x p o r t  p r i c e  s t r u c t u r e s ;  o r  e l s e ,  the 

c h a n g e s  in cof fee  e x p o r t  p r i c e s  a m o n g  the  w o r l d  cof fee  i m p o r t
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c e n t e r s  a r e  su c h  th a t  the  d i s t r i b u t i o n  of g r e e n  coffee  e x p o r t s  is 

u n a f f e c t e d  by the  chang ing  p r i c e s .  T a b le  11 in C h a p t e r  V p r o v i d e s  

i n f o r m a t i o n  about  the  r e l a t i o n s h i p  b e t w e e n  t o t a l  g r e e n  cof fee  

e x p o r t s  and  the g r e e n  cof fee  e x p o r t s  to the  Ü, S.

The two a f o r e m e n t i o n e d  func t ions  d e f ine  the  s h o r t - r u n  

" s u p p ly "  of g r e e n  cof fee  to the  Un i ted  S ta te s  f r o m  the s e l e c t e d  

p r o d u c in g  coun t ry .  The  annua l  o f f e r in g s  of  g r e e n  coffee  to  the 

U n i ted  S ta t e s  m a r k e t  d epend  on the a n n u a l  e x p o r t a b l e  g r e e n  cof fee  

p r o d u c t i o n  f r o m  e a c h  p r o d u c in g  c o u n t ry .  The d e t e r m i n a n t s  of 

e x p o r t a b l e  g r e e n  cof fee  p r o d u c t i o n  w e r e  jud g e d  to  be  of a  long - run  

c h a r a c t e r ,  and t h e r e f o r e  o u t s id e  the  s c o p e  of th i s  s tudy.  E x p o r t 

ab le  g r e e n  cof fee  p r o d u c t i o n  i s  c o n s i d e r e d  an  exogenous  v a r i a b l e  

in the  r e v e n u e - e s t i m a t i n g  t e c h n iq u e  u s e d  in t h i s  s tudy.

No a d j u s t m e n t  to  the  r e p o r t e d  d a t a  on e x p o r t a b l e  g r e e n  

cof fee  p r o d u c t i o n  w a s  c o n s i d e r e d  n e c e s s a r y  to  r e m o v e  the  in f luence  

of the  1962  a c c o rd .  P r e s u m a b l y ,  in the  long run ,  the  g e n e r a l  l e v e l  

of g r e e n  cof fee  p r i c e s  w ou ld  in f l u e n c e  the  a m o u n t  of r e s o u r c e s  

de v o te d  to cof fee  p ro d u c t i o n .  T h i s  s tu d y  c o n s i d e r s  the  e f f e c t  of 

the  1962 I n t e r n a t i o n a l  Coffee  A g r e e m e n t  on g r e e n  coffee  r e v e n u e s  

f o r  f o u r  y e a r s - - ]  963 , 1964,  1 965,  and 1 966.  F i v e  y e a r s  is  the 

m i n i m u m  t i m e  r e q u i r e d  f o r  new c o f f e e - t r e e  p la n t in g s  to r e a c h  a
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c o m m  e r i c  a l l y - b e a r i n g  m a t u r i t y ,  so i n c r e a s e s  in d e s i r e d  output

could  not  be  r e f l e c t e d  by the 4 - y e a r  r e s e a r c h  p e r io d .

The  d e s t r u c t i o n  of coffee  t r e e s  to r e d u c e  output  w as  not

a s ig n i f i c a n t  ac t iv i ty  d u r in g  the p e r io d  s tud ied .  D e s t r u c t i o n  of

e x i s t in g  g r e e n  coffee  s to ck s  w a s  no t  s ig n i f i c a n t  d u r in g  the 1963- 

25
1966 pe r iod .  S ubsequen t  to 1966,  h o w e v e r ,  s o m e  m a j o r

p r o d u c e r s - - m o s t  im p o r t a n t ly ,  B r a z i l -  - did u n d e r t a k e  m a s s i v e

26
d e s t r u c t i o n  of c o m m e r c i a l l y - b e a r i n g  coffee  t r e e s .  The analy t ic  

t e c h n iq u e s  u sed  in th i s  s tudy  would  t h e r e f o r e  have  to be mod i f ied  

to r e f l e c t  the  im p a c t  of t h e s e  p r o g r a m s ,  if e s t i m a t e s  of coffee  

r e v e n u e  w e r e  to be c a l c u l a t e d  f o r  1967 o r  l a t e r .

The  th i rd  function  is  the  r e l a t i o n s h ip  be tw e e n  annua l  e x p o r t s  

of g r e e n  coffee  to  the  United S ta t e s  and v a r i a b l e s  af fec t ing  the U. S, 

i m p o r t e r ' s  w i l l in g n e s s  to p u r c h a s e  g r e e n  coffee ,  s u c h  as  a v e r a g e  

a n n u a l  g r e e n  coffee e x p o r t  p r i c e s  to the United  S ta t e s ,  popu la t ion  

s i z e ,  and U. S. d i s p o s a b le  inc om e .  F i r s t - o r d e r  l o g a r i t h m i c  t r a n s 

f o r m a t i o n s  of the  annua l  r a w  d a t a  w e r e  u s e d  to g e n e r a t e  the  m o s t

25
U. S. D e p a r t m e n t  of A g r i c u l t u r e ,  F o r e i g n  A g r i c u l t u r a l  

S e r v i c e ,  F o r e i g n  A g r i c u l t u r a l  C i r c u l a r : Coffee,  F C O F  1-67  
( J a n u a r y ,  1967),  p. 9.

^ ^B e tw e en  July ,  1965 and June ,  1967,  434 m i l l i o n  coffee  
t r e e s  w e r e  u p ro o te d  in B ra z i l ;  m o s t  of t h e s e  w e r e  d e s t r o y e d  in 
l a t e  1966. This  p r o g r a m  re d u c e d  a n n u a l  g r e e n  coffee  p ro d u c t io n  
by about  3 m i l l i o n  bags .  See Wor ld  Coffee  and T e a , Vol. 7, No. 
12 (A pr i l ,  1967), p. 26.



j U

s t a t i s t i c a l l y  s ig n i f i c a n t  func t ions .  The a s s u m p t i o n s  w e r e  m a d e  

th a t  the v a r i o u s  q u a n t i t i e s  of g r e e n  coffee  i m p o r t e d  into the United  

S ta t e s  depend  upon the p r i c e  of g r e e n  coffee ,  and the o th e r  b a c k 

g ro u n d  v a r i a b l e s .  Th is  c a u s a l  r e l a t i o n s h i p  is  d o u b t l e s s l y  a r t i f i 

c i a l l y  co n t r iv e d .  In a  d y n a m ic  ec o n o m ic  s y s t e m ,  i n t e r a c t i o n  of 

p r i c e  on quan t i ty  d em a n d e d ,  and q u an t i ty  d e m a n d e d  on p r i c e  i s  

l ikely.

The t e ch n iq u e  of r e g r e s s i n g  q u an t i ty  d e m a n d e d  on p r i c e  

p l a c e s  p r i m a r y  e m p h a s i s  upon v a r i a t i o n s  in the  p h y s i c a l  q u an t i ty  

of U. S. g r e e n  cof fee  i m p o r t s  and the ab i l i ty  of v a r i a t i o n s  in p r i c e  

to ex p la in  t h o s e  v a r i a t i o n s .  T h i s  c a u s a l  r e l a t i o n s h i p  p r o v i d e d  a 

s t a t i s t i c a l l y  s ig n i f i c a n t  d e m a n d  func t ion  f o r  the g r e e n  coffee  

e x p o r t s  to the  United S t a t e s  f o r  m o s t  of the  s e l e c t e d  p r o d u c e r s .  

(See T ab le  8 in C h a p t e r  IV). U s e  of  the  l o g a r i t h m i c  t r a n s f o r m a 

t ion  g ives  the c o e f f i c i e n t  of p r i c e - e l a s t i c i t y  of d e m a n d  f o r  g r e e n  

cof fee  the  p r o p e r t y  of  c o n s ta n c y .

C o n s ta n t  p r i c e - e l a s t i c i t y  of d e m a n d  f o r  a  g iven  c o m m o d i t y  

m a y  be a t t r i b u t e d  to e i t h e r  a  s m a l l  r a n g e  of r e l e v a n t  p r i c e s  in  the  

d a t a  f r o m  w h ich  the  d e m a n d  e s t i m a t e s  a r e  d e r iv e d ;  o r  to a  s t a b l e  

s y s t e m i c  r e s p o n s e  to p r i c e  v a r i a t i o n s ,  r e g a r d l e s s  of t h e i r  m a g n i 

tude.  The r a n g e  of p r i c e  v a r i a t i o n s  w a s  r e l a t i v e l y  l a r g e ,  and the  

a s s u m p t i o n  of an u n v a ry in g  b e h a v i o r  in  p u r c h a s e s  of  g r e e n  cof fee
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in r e s p o n s e  to p r i c e  c h a n g e s  s e e m s  u n r e a l i s t i c ,  b e c a u s e  of the  

p r o b a b l e  (un tes ted )  i m p a c t  of  i m p o r t e r  e x p e c t a t i o n s  about  fu tu r e  

m a r k e t  cond i t ions .  N o n e t h e l e s s ,  the a s s u m p t i o n  of c o n s t a n t  p r i c e  

e l a s t i c i t y  ( a  b y - p r o d u c t  of the l o g a r i t h m i c  function) i s  s u p p o r t e d  by 

the  a m o u n t  of exp la ined  v a r i a t i o n  in th e  d ep e n d e n t  v a r i a b l e .

F u r t h e r m o r e ,  the  p e r c e n t  of ex p la in e d  v a r i a t i o n  in the 

d e p e n d e n t  v a r i a b l e  i s  h i g h e r  f o r  l o g a r i t h m i c  d e m a n d  func t ions  than  

f o r  th e  c o r r e s p o n d i n g  l i n e a r  d e m a n d  func t ions .  F - r a t i o  t e s t s  of the  

l o g a r i t h m i c  fu n c t io n s  w e r e  s ig n i f i c a n t  a t  m o r e  r i g o r o u s  t e s t  l e v e l s  

than  the l i n e a r  a p p r o x i m a t i o n s  cou ld  w i th s ta n d .  ( C o m p a r e  T a b le  8 

in C h a p t e r  IV w i th  T ab le  1 9 in Appendix).

The c o m p o n e n t s  of  the  c o m p l e t e  r e v e n u e  e s t i m a t i n g  m o d e l  

c a n  be  s u m m a r i z e d  as fo l lows :  E x p o r t a b l e  g r e e n  coffee  p r o d u c t i o n  

in a g iv e n  na t ion  d e t e r m i n e s  the a m o u n t  of g r e e n  cof fee  o f f e r e d  f o r  

e x p o r t  in a  g iv e n  y e a r .  P r o d u c e r s  c u s t o m a r i l y  sh ip  a  g iven  p o r t i o n  

of  th e  to ta l  co f fee  e x p o r t s  to  the U nited  S ta te s .  V a r i a t i o n s  in annua l  

g r e e n  co f fee  e x p o r t  p r i c e s  a c t  a s  the e q u i l i b r a t i n g  m e c h a n i s m  to 

a d j u s t  i m p o r t e r  w i l l i n g n e s s  to  p u r c h a s e  th e  g iven  supp ly  of g r e e n  

co ffee .  The  m a r k e t - c l e a r i n g  a v e r a g e  g r e e n  cof fee  e x p o r t  p r i c e  

t i m e s  the  p h y s i c a l  quan t i ty  of g r e e n  cof fee  s h i p m e n t s  to the U nited  

S ta t e s  f r o m  th e  s e l e c t e d  c o u n t r y  p r o v i d e s  t h e  e s t i m a t e  of r e v e n u e  

f r o m  g r e e n  coffee  s a l e s  of th e  s e l e c t e d  p ro d u c in g  nat ion.
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O r g a n i z a t i o n  of  the  T h e s i s  

The s tudy  h a s  two b a s i c  p a r t s .  C h a p t e r s  II and III a r e  

b a s i c a l l y  d e s c r i p t i v e  m a t e r i a l  about  the w o r ld  coffee  i n d u s t r y  and 

s o m e  of i t s  r e c e n t  a t t e m p t s  to  c o n t r o l  " a d v e r s e "  m a r k e t  cond i t ions .  

C h a p t e r s  TV and V p r e s e n t  the  r e s u l t s  of  e m p i r i c a l  s tudy  of  the 

g r e e n  cof fee  i m p o r t  m a r k e t  in the United  S ta t e s  and the e s t i m a t e s  

of g r e e n  co f fee  r e v e n u e  w h ich  t h e o r e t i c a l l y  would h av e  r e s u l t e d  in 

the  a b s e n c e  of the  1962 I n t e r n a t i o n a l  Coffee A g r e e m e n t .

In C h a p t e r  II, g e n e r a l  p h y s i c a l  and m a r k e t i n g  c h a r a c t e r i s 

t i c s  of g r e e n  cof fee  a r e  c o n s i d e r e d .  Spec i f i c  i n f o r m a t i o n  about  

p r o d u c t i o n  and m a r k e t i n g  c o n d i t io n s  in the  e igh t  s e l e c t e d  p ro d u c in g  

na t io n s  i s  a l s o  given .

The  t e n - y e a r  p e r i o d  of n e g o t i a t i o n s  and i n t e r i m  a g r e e m e n t s  

w h ic h  p r e c e d e d  the  i m p l e m e n t a t i o n  of the 1962 I n t e r n a t i o n a l  Coffee 

A g r e e m e n t  is d i s c u s s e d  in C h a p t e r  III. The  k e y  p r o v i s i o n s  of  the  

1962 a c c o r d  a r e  a l s o  c o n s i d e r e d .

In C h a p t e r  IV, the  s t a t i s t i c a l  r e s u l t s  of  the  e m p i r i c a l  s tudy  

of g r e e n  cof fee  i m p o r t  d e m a n d  in the U nited  S ta t e s  a r e  ana lyzed .  

T h e  r e l a t i o n s h i p  and c o n s i s t e n c y  of th i s  s t u d y ' s  f in d ings  on p r i c e -  

e l a s t i c i t y  of d e m a n d  f o r  co f fee  w i th  o t h e r  coffee  w i th  o t h e r  coffee  

d e m a n d  s t u d i e s  is  a l s o  c o n s i d e r e d .
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In C h a p t e r  V, the s t a t i s t i c a l  f u n c t io n s  w h ic h  c h a r a c t e r i z e  

the  supply  of g r e e n  cof fee  f o r  th e  s e l e c t e d  p r o d u c e r s  a r e  c o n s id 

e r e d .  E s t i m a t e s  of  the r e v e n u e  w h ic h  w ould  h a v e  b e e n  g e n e r a t e d  

f r o m  the g r e e n  cof fee  s a l e s  to the U nited  S ta t e s  of  e a c h  s e l e c t e d  

p r o d u c e r - n a t i o n ,  if the 1962 A g r e e m e n t  h ad  not  b e c o m e  o p e r a t i v e ,  

i s  a l s o  p r e s e n t e d .  An a n a l y s i s  of the s u c c e s s  of the  1962 I n t e r 

n a t io n a l  Coffee A g r e e m e n t  in a c h i e v in g  i t s  s h o r t - t e r m  o b je c t iv e s  

fo l lows.  Th is  a n a l y s i s  i s  b a s e d  on i n f e r e n c e s  f r o m  the r e v e n u e  

e s t i m a t e s  f o r  1963 th r o u g h  1966.

The  m o r e  i m p o r t a n t  c o n c l u s i o n s  of the  s tu d y  a r e  s u m m a r i z e d  

in C h a p t e r  VI. An append ix  of the  d a t a  u s e d  and s o m e  d e r i v e d  s t a t i s 

t i c a l  r e l a t i o n s h i p s  fol low.

The c o n c l u s i o n s  of  th i s  t h e s i s ,  h o w e v e r  c o n s i s t e n t  th e y  m a y  

b e  wi th  the  b a s i c  r e s u l t s  of the  e m p i r i c a l  s tu dy ,  a r e  no m o r e  v a l id  

th a n  the  b a s i c  a s s u m p t i o n  u n d e r ly i n g  the  w ho le  t h e s i s - - i .  e. , if the  

1962 A g r e e m e n t  h ad  not  c o m e  in to  d e f in i t iv e  o p e r a t i o n  in the 1963- 

1966 p e r i o d ,  the g r e e n  cof fee  m a r k e t  would  h a v e  c o n t in u e d  to 

o p e r a t e  and  b e h a v e  in  a  m a n n e r  c o n s i s t e n t  w i th  i t s  1 9 53 -1962  

o p e r a t i o n s .  No one can  say ,  w i th  c o m p l e t e  a s s u r a n c e ,  th a t  th i s  

would  be  th e  c a s e .  It i s  the  a u t h o r ' s  hope ,  h o w e v e r ,  th a t  the 

t e c h n iq u e  of  c o u n t e r f a c t u a l  a n a l y s i s  w h ic h  i s  d e v e lo p e d  and e m p lo y e d  

in th i s  s tudy  w i l l  p r o v id e  s o m e  c o n t r i b u t i o n  to a  s y s t e m a t i c  e c o n o m ic  

a n a l y s i s  of i n t e r n a t i o n a l  c o m m o d i t y  a g r e e m e n t s .



C H A P T E R  I I  

CHARACTERISTICS O F WORLD C O F F E E  PRODUCTION

Coffee is  not  a  s t a n d a r d i z e d  p ro d u c t ,  by any m e a n s .  An 

u n d e r s t a n d i n g  of coffee p r o b l e m s  and of the 1962 I n t e r n a t i o n a l  

Coffee A g r e e m e n t ' s  a t t e m p t  to a l l e v i a t e  the  s h o r t - t e r m  e f fec t s  

of t h o s e  p r o b l e m s  r e q u i r e s  s o m e  in s ig h t  into the n a t u r e  of coffee  

p r o d u c t i o n  and m a rk e t i n g .  Th is  c h a p t e r  d i s c u s s e s  the  p h y s i c a l  

c h a r a c t e r i s t i c s  of cof fee  and coffee  p roduc t ion ,  a s  w e l l  a s  the 

c h a r a c t e r i s t i c s  of  the g r e e n  co f fee  i n d u s t r y  in the e igh t  p ro d u c in g  

a r e a s  w h ich  a r e  c o n s i d e r e d  in  th i s  s tudy.

Making  b e v e r a g e s  f r o m  the g round  s e e d s  of co f fea  a r a b i c a  

and co f fea  r o b u s t a  t r e e s  i s  the  only c o m m e r c i a l  u s e  of g r e e n  coffee.  

T h e r e  a r e  t h r e e  m a j o r  r e c o g n i z e d  coffee  " t y p e s " .  The so -c a l l e d  

" m i l d "  a r a b i c a s  a r e  c o n s i d e r e d  s u p e r i o r  in f l a v o r ,  and a r e  g row n  

in the  w e t  c l i m a t e  of  the  i n t e r m e d i a t e  m o u n ta in  s lo p e s  (u s u a l ly  

b e tw e e n  2, 000 and 6, 000 f e e t  above  s e a  level) of C e n t r a l  and South 

A m e r i c a ,  Kenya,  and Tanganyika .  " B r a z i l s " ,  l ike the  " m i l d s " ,  

a r e  a r a b i c a  v a r i e t y  co ffee,  bu t  a r e  g row n  at  l o w e r  a l t i t u d e s  in  sub

t r o p i c a l  condi t ions .  N am ed  f o r  t h e i r  m a i o r  c o u n t ry  of o r ig in ,

34
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B r a z i l s  c o m m a n d  g e n e r a l l y  l o w e r  p r i c e s  than  the  " m i l d s "  b e c a u s e  

of t h e i r  i n f e r i o r  t a s t e .  T h is  type of coffee  is g row n  m o s t l y  in 

B r a z i l  and E th iop ia .

The r o b u s t a  v a r i e t y ,  c u l t i v a t e d  f o r  the f i r s t  t i m e  in r e c e n t  

d e c a d e s ,  i s  g ro w n  at m u c h  lo w e r  a l t i t u d e s  than  the a r a b i c a  t y p e s - - 

2, 000 fee t  down to s e a  level .  T h i s  type of g r e e n  coffee h a s  a m o r e  

p r o f u s e  output ,  bu t  a m u c h  c o a r s e r  q ua l i ty  th a n  the  a r a b i c a  v a r i e ty ,  

R o b u s ta s  a r e  g row n  in the  A f r i c a n  t e r r i t o r i e s  w h ich  w e r e  f o r m e r  

F r e n c h  p r o t e c t o r a t e s  and the p r e s e n t  P o r t u g u e s e  co lon ies .  U ganda  

i s  a  m a j o r  s o u r c e  of the  r e l a t i v e l y  low-valued  ro b u s ta .

The t h r e e  ty p e s  of  cof fee  a r e  d i s t i n g u i s h e d  not  only in 

f l a v o r ,  p r i c e ,  and p l a c e  g rown; bu t  a l s o  in a p p e a r a n c e ,  r e s i s t a n c e  

to d i s e a s e  and c l i m a t e ,  and s p e e d  of c o m m e r c i a l  m a tu r i t y .

Coffee is  s u s c e p t i b l e  to r e l a t i v e l y  few i n s e c t  p e s t s  and 

d i s e a s e s .  H o w e v e r  the d i f f e r e n t  v a r i e t i e s  of  coffee  v a r y  w id e ly  in 

t h e i r  r e s i s t a n c e  to c l i m a t i c  c ond i t ions .  F r o s t  o r  d rough t ,  p a r t i c u 

l a r l y  in the  m o n th s  i m m e d i a t e l y  p r e c e d i n g  the  f l o w e r in g  of the  t r e e ,

27
c a n  a f f ec t  the  nex t  y e a r ' s  c r o p  by  as  m u c h  a s  50 p e r c e n t .

H o w e v e r ,  cof fee  t r e e s  of the  r o b u s t a  v a r i e t y  s e e m  to b e  l e s s  s e n s i 

t iv e  to  the  v a g a r i e s  of the  w e a t h e r  than  the W e s t e r n  H e m i s p h e r e  

a r a b i c a  v a r i e t i e s .

27
M e r r i l l  Lynch,  P i e r c e ,  F e n n e r  and Smith ,  Inc. , Cof fee , 

(New York :  M e r r i l l  Lynch,  P i e r c e ,  F e n n e r  and Smith ,  I n c . ,  1965), 
p. 13.
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The A f r i c a n  r o b u s t a s  a l s o  m a t u r e  m o r e  qu ic k ly  than the 

a r a b i c a  t r e e s .  W h e r e a s  about  t h r e e  to f ive y e a r s  m u s t  e l a p s e  

f r o m  the se e d l in g  s t a g e  to  i n i t i a l  b e a r i n g  s t a g e  f o r  the  a r a b i c a s ,  

only two o r  t h r e e  y e a r s  a r e  s i m i l a r l y  r e q u i r e d  f o r  the  r o b u s t a  

t r e e .

C o m m e r c i a l  b e a r i n g  canno t  beg in  f o r  t h e  m i l d s  and B r a z i l s  

un t i l  a p p r o x i m a t e l y  th e  e igh th  y e a r ,  and the y  do  not a c h i e v e  fu l l  

b e a r i n g  m a t u r i t y  f o r  1 2 to 1 5 y e a r s  a f t e r  p lan t ing .  The r o b u s t a  

t r e e ,  by  c o n t r a s t ,  i s  fu l ly  m a t u r e  w i th in  7 -10  y e a r s ,  w i th  c o m 

m e r c i a l  b e a r i n g  p o s s i b l e  w i th in  f ive y e a r s  of  t h e  i n i t i a l  p lant ing.  

The p r o b l e m  of  g e n e r a l  o v e r p r o d u c t i o n  of  g r e e n  cof fee  in 

r e c e n t  y e a r s  h a s  b e e n  a g g r a v a t e d  by the d i f f icu l ty  of  a c c u r a t e l y  

p r e d i c t i n g  y e a r - t o - y e a r  f lu c t u a t i o n s  in cof fee  output .  V, D,

W i c k i z e r  c a l l s  th i s  u n c e r t a i n t y  of p ro d u c t i o n  th e  " f i r s t  and o ld e s t

28
p r o b l e m  of the  co f fee  in d u s t ry .  "

E a c h  cof fee  t r e e  h a s  i t s  own y ie ld  c y c l e ;  i t  b e a r s  l e s s  in

the y e a r s  i m m e d i a t e l y  fo l lowing a  b u m p e r  c r o p .  V a r i a t i o n s  in

y ie ld  a r e  so  w ide  t h a t  the  ou tput  of a  p a r t i c u l a r  co f fee  p la n ta t i o n

29
m a y  a t  i t s  h igh  p o in t  be t e n  t i m e s  the  p r o d u c t i o n  a t  i t s  low.

28
V, D, W i c k iz e r ,  The W orld  Coffee  E c o n o m y , (S tan fo rd :

Food  R e s e a r c h  In s t i t u t e ,  1943),  p, 4.
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This  m a r k e d  v a r i a t i o n  in the y ie ld  of in d iv id u a l  t r e e s  o r  p l a n t a t i o n s  

w ou ld  no t  n e c e s s a r i l y  c a u s e  s i z a b l e  f lu c tu a t io n s  in y e a r - t o - y e a r  

w o r l d  g r e e n  cof fee  ou tpu t  p e r  se .  H o w e v e r ,  the  p r e d o m i n a n c e  of 

B r a z i l  in cof fee  p r o d u c t i o n  m e a n s  the c l im a t i c  co n d i t io n s  w h ich  

a f f e c t  cof fee  ou tpu t  o r  the  b e a r i n g  c y c l e  in tha t  c o u n t r y ' s  t r e e s  

w i l l  v i r t u a l l y  a s s u r e  a c h a n g e  in w o r l d  cof fee  p ro d u c t i o n  f i g u r e s ,  

and in g r e e n  cof fee  e x p o r t  p r i c e s .  The p r i c e - c o m p e n s a t i o n  p o s s i 

b i l i t i e s  of o f f - s e t t i n g  p r o d u c t i o n  v a r i a t i o n s  in o t h e r  c o u n t r i e s  a r e  

a l s o  r e d u c e d  b e c a u s e  of  the cof fee  v a r i e t y  d i f f e r e n t i a t io n .  The 

f lu c tu a t in g  supply  of g r e e n  co f fee  i s  m o s t  l ike ly  r e s p o n s i b l e  fo r  

c h a n g e s  in g r e e n  cof fee  e x p o r t  p r i c e s ;  d e m a n d  f o r  g r e e n  coffee  

i s  f a i r l y  s t a b l e  and  c h a n g e s  in a  p r e d i c t a b l e  m a n n e r .  " A n n u a l  

c o n s u m p t i o n  r e q u i r e m e n t s  a r e  r e l a t i v e l y  s tab l e ,  w h i le  the supp ly

i s  h igh ly  v a r i a b l e  b e c a u s e  of w ide  v a r i a t i o n s  in y e a r - t o - y e a r  c r o p

• „30y ie ld s .  "

E x p a n s i o n  of g r e e n  co f fee  p ro d u c t i o n  a p p e a r s  r e l a t i v e l y  

e a s y  to a c c o m p l i s h ,  f o r  two r e a s o n s .  F i r s t ,  a  n u m b e r  of r e g i o n s  

b e t w e e n  25°  N o r t h  and 30 °  South  l a t i t u d e  p o s s e s s  the  f a v o r a b l e  

c h a r a c t e r i s t i c s  of a  w a r m ,  h u m i d  c l i m a t e  and a  r i c h ,  w e l l -d r a i n e d  

soi l .  Second,  the  c o n t r o l  of cof fee  p r o d u c t i o n  i s  no t  s t r o n g ly
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c e n t r a l i z e d .  A c c o r d in g  to one  r e c e n t  e s t i m a t e ,  t h e r e  a r e  3 to 4 

m i l l i o n  c o f f e e - p r o d u c i n g  f a r m  u n i t s  in th e  w o r ld ,  the  o v e r w h e l m 

ing m a j o r i t y  of w h ic h  " b e lo n g  to  s m a l l  f a r m e r s ,  e a c h  c u l t iv a t in g

l e s s  than 5 a c r e s  of land.  About h a l f  of a l l  cof fee  is  p r o d u c e d  by

31
f a r m e r s  w i th  5 -75  a c r e  h o ld ings .  ’’

C o s t s  on t h e s e  p la n t a t i o n s  c o n s i s t  of  t h r e e  p r i n c i p a l  p a r t s :

(1) the " s u n k "  c o s t s  in  the o r c h a r d s  t h e m s e l v e s ,  (2) the  l a b o r

e x p e n s e s  a s s o c i a t e d  w i th  the  c u l t iv a t io n ,  h a r v e s t i n g ,  and m a r k e t

p r e p a r a t i o n  of  the  coffee  " c h e r r i e s " ,  and (3) the  c o s t s  a s s o c i a t e d

w i th  s t o r i n g  o r  m a r k e t i n g  the h a r v e s t e d  cof fee  b e a n s .

W i c k i z e r  h a s  e s t i m a t e d  th a t  75 p e r c e n t  of the  c o s t  s t r u c t u r e

of a l m o s t  a l l  p l a n t a t i o n s  is  in f lex ib le ;  the  p o r t i o n  of to t a l  c o s t s  tha t

v a r y  w i th  th e  s i z e  of the  c r o p  i s  r e l a t i v e l y  s m a l l .

The  l a r g e s t  s in g le  i t e m  in t o t a l  c o s t s  i s  f o r  
w a g e s  f o r  th e  c a r e  of  the  t r e e s ,  w h e t h e r  the y  y ie ld  
a  l a r g e  o r  a  s m a l l  c ro p ;  and the  l a r g e s t  i t e m  of 
v a r i a b l e  c o s t s  i s  f o r  w a g e s  of p ick ing .

T h e o r e t i c a l l y ,  the cof fee  p l a n t a t i o n  o w n e r  h a s  t h r e e  c h o i c e s  

to m a k e  abou t  d i s p o s i t i o n  of a  cof fee  c r o p  d u r in g  p e r i o d s  of fa l l ing  

e x p o r t  p r i c e s  f o r  g r e e n  coffee .  He cou ld  (1) p e r m i t  the  cof fee

G e o r g e  C. M cG hee ,  " I n t e r n a t i o n a l  Coffee  A g r e e m e n t ,  
1 962" ,  D e p a r t m e n t  of  S ta te  B u l l e t i n , A p r i l  1, 1963,  p. 494.

32.
V. D. W ic k iz e r , o£. c it. , p. 97.
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c h e r r i e s  to r e m a i n  on the t r e e s  u n h a r v e s t e d ;  (2) u n d e r t a k e  the 

e x p e n s e  and r i s k  of h a r v e s t i n g  and s to r in g  the  coffee c h e r r i e s ,  in 

e x p e c t a t i o n  of i m p r o v e d  coffee  p r i c e s  in the fu tu re ;  o r  (3) h a r v e s t  

and s e l l  the coffee  b e a n s ,  r e g a r d l e s s  of g r e e n  coffee e x p o r t  p r i c e s .

F r o m  an e c o n o m ic  s tandpoin t ,  the p la n ta t i o n  ow ner  should  

be  w i l l ing  to l eave  the c h e r r i e s  u n h a r v e s t e d  if  the m a r g i n a l  c o s t  of 

h a r v e s t i n g  is  m o r e  than the m a r g i n a l  r e v e n u e  ob ta ined  f r o m  t h e i r  

s a l e .  In p r a c t i c e ,  low m a r g i n a l  c o s t s  of h a r v e s t i n g  tend  to 

e n c o u r a g e  the h a r v e s t  of  the c h e r r i e s ,  e v en  u n d e r  the m a r k e t  

c o n d i t io n s  of low e x p o r t  p r i c e  w h ich  h av e  p r e v a i l e d  in the l a s t  

d e c a d e .

About 75 p e r c e n t  of the  c o s t s  of p ro d u c in g  g r e e n  coffee  i s  

33
f ix ed  cos t .  P r e p a r a t i o n  of new land  f o r  t r e e  p lan t ing ,  the p la n t 

ing p r o c e s s ,  p e r io d i c  p r u n in g  of the  t r e e s ,  cu l t iv a t io n  and a p p l i c a 

t ion  of  f e r t i l i z e r s  (w h e r e  used) a r e  a l l  sunk  c o s t s  by the  t i m e  

h a r v e s t  d e c i s i o n s  a r e  m ade ,  A  d e c i s i o n  not  to h a r v e s t  m e a n s  a 

l o s s  of a l l  f ixed  co s t s .  F u r t h e r m o r e ,  th e  m o d e r a t e  e x p e n s e  of 

p ic k in g  the r ip e  c h e r r i e s  is  u s u a l l y  m o r e  than  r e p a i d  by  the  

r e v e n u e  r e c e i v e d  f r o m  the s a l e  of the coffee.

33 V. D. W ic k iz e r ,  o£. ci t.  , p. 97.
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In l o n g - e s t a b l i s h e d  coffee p ro d u c in g  a r e a s  l ike  B ra z i l ,

w h e r e  the f ixed  c o s t s  h av e  b e e n  a m o r t i z e d ,  e v en  the low g r e e n

coffee  e x p o r t  p r i c e s  of the  1 9 6 0 ' s  d id  not  d i s c o u r a g e  h a r v e s t i n g .

H a r v e s t i n g  con t inued  e v e n  in p r o d u c in g  a r e a s  w h ich  w e r e  iden t i f i ed

by J. W. F.  Rows as  "h ig h  c o s t "  p r o d u c e r s ,  d e s p i t e  the  f a c t  th a t

the  e x p o r t e r s  r e c e iv e d  50 p e r c e n t  o r  l e s s  of the  f r e e  m a r k e t  va lue

34
of the h a r v e s t e d  coffee.  The f i r s t  op tion  in  d i s p o s i t i o n  of the

h a r v e s t - - t o  l e a v e  the  c h e r r i e s  u n p i c k e d - - d o e s  not s e e m  to be  an 

e c o n o m i c a l l y  r a t i o n a l  c h o ic e  in m o s t  c a s e s .

F e w  s m a l l  p la n ta t io n  o w n e r s  h av e  the  f i n a n c ia l  r e s o u r c e s  

to u n d e r w r i t e  the s tockp i l ing  of  co f fee  in low p r i c e  p e r i o d s - - t h e  

se c o n d  p o s s i b i l i t y  of d i s p o s in g  of  the cof fee  c ro p .  Coffee is  of ten  

a  f a r m e r ' s  on ly  c a s h  c r o p  and the n e c e s s i t y  of  ob ta in ing  a  m e a n s -  

o f - e x c h a n g e  f o r  r e q u i r e d  too ls  and p r o d u c t s  m a k e s  h i s  coffee  

o f f e r in g s  v i r t u a l l y  p r i c e - i n e l a s t i c .  Some l a r g e r  p la n ta t io n  o w n e r s  

c an  f in an c e  t e m p o r a r y  s to c k p i l e s  of  g r e e n  co f fee  f o r  s h o r t  p e r i o d s  

(up to  a  y e a r  o r  so),  b u t  they  h a v e  no p r o v i s i o n  fo r ,  o r  i n t e r e s t  in, 

l o n g - t e r m  r e t e n t i o n  p r o g r a m s .

The t h i r d  m e a n s  of  d i s p o s in g  of a  co f fee  c r o p  t h e r e f o r e  

s e e m s  the m o s t  l ike ly  a l t e r n a t i v e  f o r  m o s t  p r o d u c e r s .  The

34
J. W. F. Rowe, The W o r l d ' s  C of fee , (London: H. M. 

S t a t i o n e r y  Office,  1963),  p. 46.
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p r i c e - i n e l a s t i c  o f fe r ing  of g r e e n  co f fee  p ro d u c t i o n  fo r  e x p o r t  m a y  

be  t e m p e r e d  by s t a t e  r e t e n t i o n  s c h e m e s  in s o m e  c o u n t r i e s ,  as  

d e s c r i b e d  l a t e r  in th i s  c h a p t e r .  H o w e v e r ,  g r e e n  coffee  s t o r e d  

w i th in  the  p ro d u c in g  c o u n t ry  is s u b j e c t  to s o m e  d e t e r i o r a t i o n  in 

qua l i ty ,  w h e t h e r  it i s  s t o r e d  a t  the  h a r v e s t  s i te ,  in i n t e r i o r  w a r e 

h o u s e s ,  o r  at the sh ipp ing  p o r t s .  T r o p i c a l  and s u b - t r o p i c a l  a r e a s  

a r e  u s u a l l y  i n f e r i o r  to the t e m p e r a t e  r e g io n s  a s  p l a c e s  of s t o r a g e .

M o s t  t r o p i c a l  food  c r o p s  m u s t  be  m oved  out 
b e f o r e  the r a i n s  beg in ,  in o r d e r  to  avo id  v a r i o u s  
h a z a r d s ,  a l l  of w h ich  h av e  an a d v e r s e  e f fec t  upon 
qual i ty .

The  c e r t a i n  d i s c o u n t  in p r i c e  w h ic h  s t o r e d  coffee  w i l l  c o m m a n d  in 

the  m a r k e t  in l a t e r  p e r i o d s  m u s t  be  w e ig h ed  a g a i n s t  the  u n c e r t a i n  

p o s s i b i l i t y  of g r e e n  coffee  e x p o r t  p r i c e s  r i s i n g  s u f f ic ie n t ly  to  o f f se t  

the  d i s c o u n t  and s t o r a g e  e x p e n s e s .  When w o r l d  g r e e n  coffee s to c k s  

a r e  known to  be  l a r g e  and i n c r e a s i n g  ( a s  th e y  had  b een  in the d e c a d e  

p r e c e d i n g  the 19^2 a cc o rd )  the  p o s s i b i l i t y  of coffee  i m p o r t e r s  b idd ing  

up p r i c e s  in th e  n e a r  f u t u r e  d i m i n i s h e s .  All  t h e s e  c o n s i d e r a t i o n s  

tend  to p r o d u c e  b i a s  in f a v o r  of m a r k e t i n g  a  new c r o p  i m m e d i a t e l y ,  

r e g a r d l e s s  of c u r r e n t  m a r k e t  co n d i t io n s .

E f f o r t s  to o f f s e t  o r  e l i m i n a t e  p r i c e  c h a n g e s  and s e v e r e  

f l u c tu a t io n s  h a v e  ch ie f ly  t a k e n  the f o r m  of p r o d u c t  d i f f e r e n t i a t i o n

35
V. D. W ic k iz e r , og. c i t . , p. 127.



42

v i a  q u a l i ty  i m p r o v e m e n t .  Many of the n a t io n a l  cof fee  m a r k e t i n g  

o r g a n s  a r e  p r i m a r i l y  c o n c e r n e d  w i th  g r a d in g  and i n s p e c t io n  of 

g r e e n  co f fee  o f f e r e d  f o r  e x p o r t  f r o m  t h e i r  c o u n t ry .  The s t a t e d  

p u r p o s e  of t h e s e  g r o u p s  ( a s  in d ica te d  in a  l a t e r  p a r t  of th i s  c h a p te r )  

is  to u p - g r a d e  the  cof fee  so ld  in o r d e r  to c o m m a n d  a h i g h e r  p r i c e .  

E x p o r t  q u a l i ty  can  b e  a f f e c t e d  by  h a r v e s t  t e c h n iq u e s  and cof fee  

c h e r r y  p r o c e s s i n g ,  a s  well .

Cof fee  c h e r r i e s  ( the  f r u i t  con ta in ing  the  s e e d  o r  " b e a n " )  on 

a  t r e e  r a r e l y  r i p e n  a t  once.  In o r d e r  to i n s u r e  a  h igh  q u a l i t y  b a t c h  

of  m a t u r e  cof fee  b e a n s ,  s e l e c t i v e  h a r v e s t i n g  i s  r e q u i r e d .  Skil led  

p i c k e r s  who a r e  ab l e  to  d i s c e r n  the  p r o p e r  d e g r e e  of r i p e n e s s  a r e  

r e q u i r e d  f o r  th i s  p r o c e s s .  E a c h  t r e e  m a y  h a v e  to b e  h a r v e s t e d  

s e v e r a l  t i m e s  in one s e a s o n  to  e x t r a c t  i t s  t o t a l  output .

Two d i f f e r e n t  p r o c e s s e s  m a y  be u s e d  to  r e m o v e  the  o u t e r  

s k in s  and  f l e s h y  f r u i t  f r o m  the  c o m  m e r i c  a l ly  u s e f u l  seed .  The d r y  

p r o c e s s  i s  the  one m o s t  c o m m o n l y  app l ied  to the  B r a z i l i a n  a r a b i c a  

and the  A f r i c a n  r o b u s t a  co f fee  v a r i e t i e s .  The c h e r r i e s  a r e  d r i e d  in 

th e  sun;  and  h u l l e d  by  m a c h i n e s  to r e m o v e  the  d r y  h u s k  and p a r c h 

m e n t  of th e  co f fee  bean .  The  g r e e n  cof fee  of c o m m e r c e  r e m a i n s .

In B r a z i l ,  w h e r e  m a n y  cof fee  p la n t a t i o n s  a r e  l a r g e  c o m m e r c i a l  

e n t e r p r i s e s ,  th i s  p r o c e s s  i s  co n d u c ted  on the f a r m s  t h e m s e l v e s .

In A f r i c a ,  w h e r e  s m a l l e r  cof fee  h o ld ings  p r e d o m i n a t e ,  c e n t r a l  

f a c t o r i e s  p r o c e s s  the  c h e r r i e s .
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The w e t  p r o c e s s  i s  u s e d  f o r  m i ld  a r a b i c a  co ffee .  Th is  

t e c h n iq u e  i s  m o r e  c o m p l i c a t e d  than  the  d r y  p r o c e s s ,  bu t  i t  p r o d u c e s  

a c o m m e r c i a l l y  s u p e r i o r  coffee  bean .  The c h e r r i e s  a r e  f i r s t  

d u m p e d  into a l a r g e  w a t e r - f i l l e d  v a t  to  f lo a t  off any d e f e c t iv e  f ru i t .  

The  r e m a i n i n g  c h e r r i e s  a r e  the n  pu lped  to  r e m o v e  the  f lesh .  A 

f e r m e n t a t i o n  and w a s h in g  p r o c e s s  r e m o v e s  a  s i l v e r  s k in  w h ic h  

e n v e l o p e s  the  two cof fee  b e a n s  w h ic h  a r e  w i th in  e a c h  c h e r r y .  The 

b e a n s ,  w i th  a p a r c h m e n t - l i k e  s u b s t a n c e  a t t ache d ,  a r e  d r i e d  and 

the  p a r c h m e n t  is  r e m o v e d  by c a r e f u l  m i l l i n g .  In C o lom bia ,  th i s  

t e c h n iq u e  i s  a c c o m p l i s h e d  by  the  cof fee  g r o w e r  up to  the p a r c h 

m e n t  s tag e .  In C e n t r a l  A m e r i c a n  c o u n t r i e s ,  h o w e v e r ,  the  e n t i r e  

w e t  p r o c e s s  i s  done at a  c e n t r a l  f a c to ry .

The  p h y s i c a l  a p p e a r a n c e  of the  cof fee  b e a n  p r o c e s s e d  v i a  

the  w e t  t e c h n iq u e  i s  s u p e r i o r  to  the  d r y - p r o c e s s e d  b ean .  The 

d i f f e r e n c e  in  a p p e a r a n c e  i s  an  i m p o r t a n t  f a c t o r  in d e t e r m i n i n g  the  

q u a l i t y  and p r i c e  of the  b e a n  fox ex p o r t .  D e s c r i p t i o n  of a  top-  

q u a l i t y  w e t - p r o c e s s e d  cof fee  b e a n  m a y  inc lude  the  f a c t  t h a t  i t  h a s  

a  " b lu e  c o l o r ,  v e r y  w e l l  p o l i s h e d ,  f l a t  s h a p e " .  G r a d in g  of  the m o r e  

p l e b i a n  " u n w a s h e d "  ( d r y - p r o c e s s e d )  b e a n s  d e p e n d s  on the  s i z e  of 

the  b e a n  and the  a m o u n t  of f o r e i g n  m a t t e r  inc luded  in the  coffee  

b a g s  f o r  e x p o r t  ( l ike  s to n e s ,  tw ig s ,  h u s k s ,  sh e l l ,  w e e v i l s ) .  V e r y  

e l a b o r a t e  d i f f e r e n t i a t i o n  of  cof fee  i s  t h e r e f o r e  p o s s i b l e  and
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p r a c t i c e d  in the  g r e e n  coffee  e x p o r t  t r a d e .  The r a t h e r  l a r g e  p r i c e  

d i f f e r e n t i a l s  w h ich  p e r s i s t  am ong  the  v a r i o u s  coffee  types  ind ica te  

th e  d e g r e e  of p r o d u c t  d i s t i n c t i o n s  in the g r e e n  coffee  e x p o r t  m a r k e t .

P r o d u c t i o n  C h a r a c t e r i s t i c s  in S e le c ted  C o u n t r i e s  

The e igh t  co f fee -p ro d u c in g  c o u n t r i e s  c o n s i d e r e d  in th is  s tudy  

v a r y  g r e a t l y  in the m a g n i tu d e  and o rg a n iz a t i o n  of t h e i r  coffee  in d u s 

t ry .  The l a r g e s t  w o r ld  p r o d u c e r  of g r e e n  c o f f e e - - B r a z i l - - p r o d u c e d  

n e a r l y  35 m i l l i o n  b a g s  of g r e e n  coffee  in 1961 /62 .  B r a z i l ’ s ou tput  

and c o m m e r c i a l  coffee  t r e e  popu la t ion  (3, 7 b i l l ion  t r e e s )  d w a r f  

C o s t a  R i c a ' s  in d u s t ry ,  i t s e l f  the  t e n th  l a r g e s t  cof fee  p r o d u c e r  in 

the  w o r ld .  T ab le  6 i l l u s t r a t e s  s o m e  of the  s ig n i f i c a n t  d i s t i n c t io n s  

a m o n g  the  e igh t  s e l e c t e d  p r o d u c e r s .

B r a z i l

Coffee h a s  b e e n  B r a z i l ' s  m o s t  i m p o r t a n t  e x p o r t  i t e m  s in c e  

a b o u t  1900,  w hen  it  d i s p l a c e d  r u b b e r  a s  the m a j o r  r e v e n u e - p r o d u c e r .  

In th e  1 9 5 0 ' s  coffee  e x p o r t s  c o m p r i s e d  o v e r  60 p e r c e n t  of the  va lue  

of  a l l  e x p o r t s ,  and  g r e e n  coffee  s t i l l  a c c o u n t s  f o r  a l m o s t  45 p e r 

c e n t  of the t o t a l  e x p o r t  inc om e .  In the  f i v e - y e a r  p e r i o d  f r o m  1963,  

c o f fee  r e v e n u e  a m o u n te d  to an annua l  a v e r a g e  d o l l a r  e qu iva len t  of 

$711 mi l l ion .

3 6
W or ld  Coffee  and Tea .  VII, No. 12 {Apri l ,  1967), p. 23.



T A B L E  6

S E L E C T E D  C H A R A C T E R IS T IC S  O F  T H E  G R E E N  C O F F E E  IN D U S T R Y  IN 
E I G H T  P R O D U C IN G  C O U N T R IE S ,  1962=

C o u n t r y T y p e  of  Coffee

N u m b e r  of  
P r o d u c i n g  

T r e e s  
(X 1 m i l l i o n )

1 9 6 1 / 6 2  
C r o p  Y ie ld  

(1000 6 0-kilo)  
bags )

W o r k  F o r c e  
in C of fee  

P r o d u c t i o n  
(X 1000)

Ac r e a g e  
in  

C of fee  
(X 1000)

B r a z i l U n w a s h e d  A r a b i c a 3, 726 34, 695 6, 571 1 0 , 6 0 0

C o l o m b i a M i ld  W a s h e d  A r a b i c a 1, 806 8, 035 1 ,3 1 9 1 , 9 4 9

C o s t a  R i c a M ild  W a s h e d  A r a b i c a 1 50 1 , 0 9 8 186 ---

E l  S a l v a d o r M i ld  W a s h e d  A r a b i c a 263 2, 083 298 350

G u a t e m a l a M i ld  W a s h e d  A r a b i c a 270 1 , 6 7 6 398 590

E t h i o p i a U n w a s h e d  A r a b i c a 1 . 5 0 0 * 2, 1 23 714 I , 1 0 0 *

I v o r y  C o a s t R o b u s t a 540 2, 500 1, 626 1, 334

U g a n d a R o b u s t a 167 1 , 9 6 3 2, 06 4 ^ 605

4̂
Ui

S ee  n o t e s  on fo l lo w in g  page .
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^ A c r e a g e  an d  n u m b e r  of  p r o d u c i n g  t r e e s  in E t h i o p i a  a r e  n o t  s t r i c t l y  c o m p a r a b l e  to  o t h e r  
a r e a s ,  b e c a u s e  of  the  w i ld ,  u n c u l t i v a t e d  n a t u r e  of  m u c h  of  the  p r o d u c i n g  a r e a .

^ I n c l u d e s  K enya ,  U ganda ,  and  T a n g a n y ik a .

Q
S o u r c e s :  I n f o r m a t i o n  on w o r k  f o r c e  in co f fee  p r o d u c t i o n  f r o m  P a n  A m e r i c a n  Cof fee  

B u r e a u ,  I m p a c t  of  C of fee  on  th e  U. S. E c o n o m y  (New Y o rk :  P A C B ,  1962).  A l l  o t h e r  d a t a  f r o m  
W o r l d  C offee  and  T e a  J o u r n a l ,  A p r i l  and J u n e ,  1967 i s s u e s .

O'
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All  B r a z i l ' s  c o f fee  is  a r a b i c a .  V i r t u a l l y  a l l  tb ;■ c o m m e r 

c i a l  cof fee  p r o d u c t i o n  i s  c o n c e n t r a t e d  in 4 of the 21 s . a t e s ;  Sao 

P a u lo ,  M inas  G e r a i s ,  E s p i r i t o  San to  and P a r a n a .  The  f o r m e r  two 

s t a t e s  h a v e  a v e r a g e  co f fee  f a r m s  of abou t  150 -200  a c r e s .  Abou- 

t w o - t h i r d s  of Sao P a u l o ' s  t r e e s  a r e  on f a r m s  h a v .  ig 8, 000 to 

1 28, 000 t r e e s .  In P a r a n â ,  a l though  f a r m s  w i th  m o r e  than  1 28, 000

t r e e s  ac c o u n t  f o r  on ly  one p e r c e n t  of the n u m b e r  of f a r m s ,  th e y

37
g ro w  22 p e r c e n t  of the t o t a l  c rop .

P i c k e d  cof fee  i s  u s u a l l y  p r o c e s s e d  on the p lan ta t ion ,  u s in g  

th e  d r y  m e thod .  The  l a r g e r  p l a n t a t i o n s ,  e s p e c i a l l y  in Sao P a u l o  

and  P a r a n a  do v i r t u a l l y  a l l  t h e  n e c e s s a r y  hand l ing  of  the  coffee  

p r i o r  to bagg ing  f o r  e x p o r t  ( l ike  w ash in g ,  d ry in g ,  hu l l ing  and 

s o r t i n g ) .  S m a l l e r  p l a n t a t i o n s  s e l l  t h e i r  cof fee  a s  d r i e d  c h e r r i e s  

e i t h e r  to  in d e p e n d e n t  hu l l ing  m i l l s  o r  to the  l a r g e r  f a r m s  f o r  f ina l  

p r o c e s s i n g .

All  B r a z i l i a n  g r e e n  co f fee  e n t e r i n g  c o m m e r c i a l  t r a d e  m u s t  

b e  r e g i s t e r e d  w i th  t h e  Ins t i tuto-  B r a s i l e i r a  do  Cafe,  t h r o u g h  a g e n 

c i e s  in e a c h  of th e  p r o d u c i n g  s t a t e s .  The  l i i s t i tu to  c o n t r o l s  a l l  

i n t e r n a l  m o v e m e n t s  of g r e e n  co ffee .  It r e g i s t e r s  and  a p p r o v e s  a l l  

co f fee  s h i p m e n t s  going to the  p o r t s .

37
J.  W. F .  Rowe,  The W o r l d ' s  Coffee ;  A  Study of  the 

E c o n o m i c s  and P o l i t i c s  of the  Coffee  I n d u s t r i e s  of C e r t a i n  C o u n t r i e s  
and of the I n t e r n a t i o n a l  P r o b l e m , (London: H. M. S t a t i o n e r y  Office,  
1963),  p. 64.
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The I n s t i t u to  r e g u l a t e s  e x p o r t  m a r k e t i n g  th ro u g h  two 

d e v i c e s :  Shipping  R egu la t ions  and the  F i n a n c i a l  P la n .  The Ship

p ing  R e g u la t i o n s  e s t a b l i s h  p r o c e d u r e s  f o r  m ov in g  cof fee  f r o m  f a r m  

a r e a s  to  p o r t s ,  d e t e r m i n e  how m u c h  co f fee  i s  to be s to ck ed  in 

i n t e r i o r  w a r e h o u s e s ,  how m u c h  is  to be  s h ip p e d  to the  p o r t s ,  and 

how l a r g e  p o r t  s t o c k s  shou ld  be.  The F i n a n c i a l  P l a n  s e t s  m i n i m u m  

p r i c e s  f o r  c r o p s  and e x p o r t s  and a r r a n g e s  f o r  the  s t a t e  p u r c h a s e  and 

r e s a l e  of  a l l  cof fee  e n t e r i n g  i n t e r n a t i o n a l  t r a d e .  About 300 e x p o r t 

e r s  and c o m m i s s i o n  h o u s e s  p u r c h a s e  cof fee  f o r  e x p o r t  f r o m  the 

In s t i t u to .  The  ag e n c y  c u r r e n t l y  p u r c h a s e s  a bou t  60 to 70 p e r c e n t  

of  the  t o t a l  co f fee  c r o p  f r o m  d o m e s t i c  p r o d u c e r s  and p a y s  ro u g h ly  

h a l f  of  the  w o r l d  m a r k e t  p r i c e  to  the  f a r m e r .  The r e m a i n d e r  of the

c r o p  is  a p p r o p r i a t e d  a t  m u c h  l o w e r  p r i c e s  and  is  e i t h e r  u s e d  f o r

38d o m e s t i c  c o n s u m p t i o n  o r  d e s t r o y e d .

D e s p i t e  the  h eav y  i n d i r e c t  t a x a t io n  l e v ie d  on the B r a z i l i a n  

cof fee  p r o d u c e r s  in the  f o r m  of d e p r e s s e d  p r i c e s ,  i n t e r n a t i o n a l  

p r i c e s  r e m a i n e d  h ig h  enough  to  e n c o u r a g e  c o n t in u e d  h igh  p ro d u c t io n .  

By 1 9 6 3 , the  u s a b l e  s to c k  of g r e e n  cof fee  r e t a i n e d  by the  s t a t e  to

39m a i n t a i n  e x t e r n a l  ( expo r t )  p r i c e s  w a s  abou t  55 m i l l i o n  bags .

38
Winf ie ld  C. King,  B r a z i l ' s  Coffee  I n d u s t r y . (W ash ing ton ,  

D. C. : F o r e i g n  A g r i c u l t u r a l  S e r v i c e ,  USD A; 1962),  p. 10.

39 J . W. F . Row e, ££, c it .  , p. 73.
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This  r e p r e s e n t e d  about  3 y e a r s  p r o d u c t i o n  at  the 1962 level .

Rowe s u g g e s t s  th a t  the r e l a t i v e  p r i c e  s t a b i l i t y  in the i n t e r n a t i o n a l

cof fee  m a r k e t  f o r  I960  t h r o u g h  1962 w as  the  d i r e c t  r e s u l t  of the

p u r p o s e f u l ,  v o l u n t a r y  r e t e n t i o n  of m a s s i v e  q u a n t i t i e s  of B r a z i l i a n

g r e e n  cof fee  by  the  Ins t i tu to ,  Had B r a z i l  d u m p e d  a l l  h e r  c u r r e n t

p r o d u c t i o n  on the  m a r k e t ,  he  e s t i m a t e s  tha t  B r a z i l i a n  coffee  w o u ld

have  d r o p p e d  in p r i c e  on the  New Y o rk  m a r k e t  f r o m  about  36 c e n t s

p e r  pound to s o m e t h in g  l e s s  tha n  10 c e n t s  p e r  pound. In s h o r t ,  the

40
e n t i r e  g r e e n  cof fee  p r i c e  s t r u c t u r e  would  h a v e  co l lapsed .

C o lo m b i a

About 1 6 p e r c e n t  of the  w o r l d ' s  g r e e n  cof fee  output  is

p r o d u c e d  in C o lom bia ,  m a k in g  i t  s eco n d  only  to B r a z i l  in cof fee

p ro d u c t i o n .  C o lo m b ia  i s  the m o s t  s ig n i f i c a n t  p r o d u c e r  of the m i ld

v a r i e t i e s ,  w h ic h  p r o v id e  rough ly  70 p e r c e n t  of th a t  c o u n t r y ' s

f o r e i g n  excha nge  r e c e i p t s .  M o s t  of the  200, 000 coffee  f a r m e r s - -

abou t  80 p e r c e n t - - a r e  s m a l l ,  p e a s a n t - o w n e d  and - o p e ra t e d .  The

a v e r a g e  f a r m  s i z e  i s  abou t  50 a c r e s ;  l a r g e  p la n ta t i o n s  o v e r  125

a c r e s  a cc o u n t  f o r  l e s s  th a n  9 p e r c e n t  of the t o t a l  a c r e a g e  u n d e r

cof fee  cu l t iva t ion .  M o s t  of  the  l a r g e r  f a r m s  h a v e  r e s i d e n t  

41
m a n a g e r s .

"^°Ibid.

W orld  Coffee and  T ea .  Vol. VII, No. 1 2 ( A p r i l ,  1967), p. 32.
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F r e s h l y  p ic k ed  co ffee  c h e r r i e s  a r e  w e t - p r o c e s s e d  to  the  

p a r c h m e n t  s ta g e  on the f a r m s  th e m s e lv e s .  The p a r c h m e n t  co ffee  

is  th e n  so ld  to  one of the  600 o r  700 lo c a l  t r a d e r s  who, in tu rn ,  

s e l l  l a r g e  lo ts  of coffee to  e x p o r t e r s  and m i l l s  f o r  f in a l  p r o c e s s in g ,  

c l a s s i f i c a t io n  and p r e p a r a t io n  f o r  e x p o r t .  M o s t  of the m i l l s  a r e  

ow ned by e x p o r t e r s  o r  by the  F e d e r a c iS n  N a c io n a l  de C a fe te ro s ,  

the  n a t io n a l  co ffee  agency .

The F e d e r a c io n  s u p e r v i s e s  the  m a rk e t in g  of g r e e n  coffee  

c r o p s ,  m a in ta in s  p r o c e s s in g  and s to r a g e  f a c i l i t i e s ,  and e s t a b 

l i s h e s  q u a l i ty  and q u a n t i ty  s p e c i f i c a t io n s  fo r  C o lo m b ia n  coffee  

e x p o r t s .  The F e d e r a c iô n  s u p p o r t s  i n t e r n a l  g r e e n  co ffee  p r i c e s ;  

w hen p r iv a t e  t r a d e r s  a r e  unw ill in g  to  p u r c h a s e  th e  c u r r e n t  c r o p  a t 

the  f lo o r  p r i c e ,  the  agency  p u r c h a s e s  th e  u n s o ld  co ffee  a t  the  

m in im u m  le v e l  and s t o r e s  th e  c o f fe e  (hopefu lly ,  f o r  l a t e r  m a r k e t 

ing) in  r e g io n a l  w a re h o u s e s .  G r o w e r s  r e c e iv e ,  on the a v e ra g e ,  

a p p r o x im a te ly  60 p e r c e n t  of the  p r e v a i l in g  e x p o r t  p r i c e  f ro m  the  

F e d e r a c io n .  The b a la n c e  of the  e x p o r t  p r i c e  is  r e ta in e d  in  th e

42
f o r m  of v a r io u s  a d m in i s t r a t io n  c h a r g e s ,  t a x e s ,  and le v ie s - in -k in d .

C o lo m b ian  co ffee  p o licy  s e e m s  to  c o m p r i s e  two e le m e n ts .  

One a s p e c t  is  C o lo m b ia 's  s u p p o r t  f o r  th e  B r a z i l i a n  r e te n t io n  po licy

42 J. W, F, Rowe, ££. c it.  , p. 124.
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w h ich  b e g a n  in  1957. T h is  c o o p e ra t io n  w a s  m a n i f e s t  by  in c r e a s in g  

re te n t io n  of m ild  co ffee  in C o lom bia . By Ju ly ,  1962, the  s to c k  of 

g r e e n  co ffee  be ing  h e ld  in th a t  c o u n t ry  (above  n o r m a l  sh ipp ing  

in v e n to r ie s )  had r e a c h e d  an e s t i m a t e d  le v e l  of 5 m i l l io n  b a g s .

T h is  s to ck ,  though  s ig n i f ic a n t  in a b s o lu te  t e r m s ,  h a d  b e e n  a c c u m u 

la te d  o v e r  a  n u m b e r  of y e a r s ,  and w a s  r e a l ly  l i t t l e  m o r e  than  a  

to k en  s u p p o r t  of B r a z i l ' s  a t t e m p ts  to  peg  co ffee  p r i c e s  above  n o r m a l  

e q u i l ib r iu m  r a t e s .

The o th e r  a s p e c t  o f  C o lo m b ian  co ffee  p o l ic y  h a s  d e a l t  w ith  

th e  l o n g - t e r m  a d ju s tm e n t  to  n a t u r a l  m a r k e t  co n d i t io n s .  A  p r o g r a m  

of d iv e r s i f i c a t io n  of c a s h  c r o p s  g ro w n  on co ffee  p la n ta t io n s  w a s  in  

e f f e c t  b e fo re  the  s u g g e s t io n  of s u ch  p r o g r a m s  by the  I n te r n a t io n a l  

C offee C ouncil.  The in t ro d u c t io n  of h a r d i e r  v a r i e t i e s  p la n te d  in 

in te n s iv e ly  c u l t iv a te d  p lo t s  p r o m i s e s  to  cu t  p ro d u c t io n  c o s ts .  

C o lo m b ia 's  l o n g - t e r m  p o l ic y  a p p e a r s  to  v iew  g e n e r a l  g r e e n  co ffee  

p r i c e  d e c l in e s  a s  in e v i ta b le .  L o w e r  c o s t s  th ro u g h  im p ro v e d  t e c h 

n iq u e s  and re d u c e d  su p p ly  v i a  c ro p  d iv e r s i f i c a t io n  h av e  b e e n  

C o lo m b ia 's  r e s p o n s e .

C o s ta  R ic a

G re e n  co ffee  p ro d u c t io n  in C o s ta  R ic a  i s  ty p ic a l ly  a  s m a l l  

f a r m  o p e ra t io n ,  w ith  a v e r a g e  a c r e a g e  l e s s  th a n  20 a c r e s .  Only 

about 7 p e r c e n t  of th e  to t a l  n u m b e r  of f a r m s ,  and a p p ro x im a te ly
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4320 p e r c e n t  of th e  c ro p  a r e  on p lo ts  g r e a t e r  th a n  425 a c r e s .  

W e t - p r o c e s s e d  " m i ld "  a r a b i c a  is  the  d o m in a n t  co ffee  v a r ie ty .

M o s t  of the  f r e s h  c h e r r y  is  so ld  to  the  175 " b e n e f ic io s "  

d i s p e r s e d  th ro u g h o u t  th e  c e n t r a l  m o u n ta in  r e g io n s  w h e r e  m o s t  

C o s t a  R ic an  co ffee  is  g row n. The b e n e f i c io s  a r e  r e s p o n s ib le  fo r  

w e t - p r o c e s s i n g  and m a rk e t in g  the  co ffee .  About 30 e x p o r t e r s  

b a s e d  in San J o s é  p u r c h a s e  g o v e r n m e n t - a p p r o v e d  q u a n t i t i e s  of 

b e a n s  f r o m  the  p r o c e s s o r s .  A bout 9 p e r c e n t  of th e  annua l c ro p

i s  s e t  a s id e  f o r  s a l e s  to  d o m e s t i c  r o a s t e r s  f o r  i n t e r n a l

* •  44c o n su m p t io n .

C o s ta  R ic an  co ffee  p o l ic y  is  p r o m u lg a te d  by  the  O f ic in a  d e l  

Cafe. C o s t  R ic a  is  a  r e l a t i v e ly  h ig h -c o s t  p r o d u c e r  of m i ld  co ffee  

and  i s  t h e r e f o r e  q u ite  v u ln e ra b le  to  th e  s e c u l a r  d e c l in e  in g r e e n  

c o f fee  p r i c e s .  B e c a u se  of the  c o m p a r a t iv e  u n p ro f i ta b i l i ty  of 

c o f fe e  p ro d u c t io n ,  the O f ic in a  d e l  Cafe, a s  a  s e m i -  au to n o m o u s  

a g e n c y  of th e  n a t io n a l  g o v e rn m e n t ,  h a s  adop ted  a  p r o g r a m  of 

d iv e r s i f i c a t io n  in to  o th e r  c a s h  c r o p s ,  and  im p l i c i t  d i s c o u r a g e m e n t  

of new  co ffee  p la n t in g s .  T h e r e  is  no co ffee  p r i c e  su p p o r t  p r o g r a m  

in  C o s ta  R ic a ,  n o r  any g o v e rn m e n t  p o l icy  of p u r c h a s in g  s u r p lu s  

co ffee .

43
W o rld  C offee  and T ea .  Vol. VII, No. 12, (A p r i l ,  1967), p. 36.

44
I b i d . , p. 38.
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D iv e r s i f i c a t io n  in to  co tton , c o rn ,  r i c e ,  b ean ,  and l i v e s to c k  

r a i s in g  is  e n c o u ra g e d  b y  ban k  c r e d i t ,  g u a ra n te e d  by the  G o v e rn 

m e n t ,  T h e re  is  a  r e s t r i c t i v e  c r e d i t  p o l ic y  a g a in s t  co ffee . No 

lo a n s  can  b e  i s s u e d  fo r  new  p la n ta t io n s ,  and  c o f fee  f a r m s  lo c a te d  

in  m a r g i n a l  a r e a s  hav e  d if f ic u l ty  in o b ta in in g  b a n k  f in a n c in g  fo r  

o p e r a t io n a l  r e q u i r e m e n t s .

S to ra g e  and  r e te n t io n  of co ffee  s u r p l u s e s  i s  a t  g r o w e r s '  

e x p e n se .  T h e r e  is ,  t h e r e f o r e ,  a  s t r o n g  p r e s s u r e  on m o s t  f a r m s  

to m a r k e t  a l l  ou tp u t  im m e d ia te ly ,  r e g a r d l e s s  of p r i c e ,  to  avo id  

s to r a g e  c o s t s .  P e r io d i c  f lood ing  of the  m a r k e t  w ith  new ly  h a r v e s t e d  

co ffee ,  e s p e c i a l l y  in  J u ly  and A ugust ,  c a u s e s  C o s ta  R ican  m i ld s  

p r i c e s  to  d e m o n s t r a t e  s t r o n g  s e a s o n a l  v a r i a t i o n s .

E l  S a lv a d o r  '

N e a r ly  a l l  of E l  S a lv a d o r 's  co ffee  is  the  w e t - p r o c e s s e d  m i ld  

a r a b i c a  v a r i e ty .  About 82 p e r c e n t  of the  co ffee  f a r m s  a r e  s m a l l  

( l e s s  th an  25 a c r e s ) ,  b u t  th e s e  u n i t s  acc o u n t  f o r  only  14 p e r c e n t  

of co ffee  ou tpu t.  L a r g e  f a r m s  ( o v e r  125 a c r e s )  a r e  few  n u m e r i 

ca l ly  (on ly  4 p e r c e n t  of a l l  c o f fee  f a r m s ) ,  b u t  th e y  p ro d u c e  a lm o s t  

60 p e r c - î - t  of a l l  g r e e n  co ffee . The f r e s h  c h e r r y  g o es  to  ab o u t  145 

b e n e f ic io s  f o r  p r o c e s s in g .  F o r t y  e x p o r t in g  f i r m s ,  w i th  h e a d 

q u a r t e r s  in  San  S a lv a d o r ,  p u r c h a s e  the  p r o c e s s e d  co ffee  fo r

45
in t e r n a t i o n a l  t r a d e .

^^ Ib id .  , p. 42.
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G o v e rn m e n t  r e g u la t io n  « f  co ffee  a c t iv i ty  in E l  S a lv a d o r  is  

m in im a l .  The A so c ia c io n  C a f e t e l e r a  de E l  S a lv a d o r  is  a  coffee 

g r o w e r s '  o rg a r t iz a t io n  w h ich  a c t s  a s  a  n a t io n a l  lobby fo r  p r o d u c e r s  

a t  the  n a t io n a l  l e g i s l a t u r e .  No g roup , inc lud ing  the  A so c iac io n ,  

d o e s  m o r e  th an  s tu d y  p r o b le m s  a s s o c i a t e d  w ith  g r e e n  co ffee  

p ro d u c t io n .

F in a n c in g  of co ffee  c r o p s  u s u a l ly  ta k e s  the  fo r m  of fo rw a rd  

c o n t r a c t s  f o r  s a l e s  of c ro p s .  T h e s e  c o n t r a c t s  a r e  m ade  w ith  

b e n e f i c io s  o r  l a r g e r  g r o w e r s ,  in  the  c a s e  of s m a l l  f a r m s ;  and a r e  

m a d e  w i th  e x p o r t e r s ,  in the  c a s e  of th e  l a r g e r  p r o d u c e r s .  Coffee 

p ro d u c t io n  c o s t s  a r e  lo w e r  in  E l  S a lv a d o r  than  in C o s ta  R ica , p r i 

m a r i l y  b e c a u s e  of th e  lo w e r  l iv ing  s t a n d a r d s  of he  w o r k e r s .  

I n te n s iv e  c u l t iv a t io n  by th e s e  w o r k e r s  m a k e s  E l  S a lv a d o r 's  g r e e n  

co ffee  y ie ld  p e r  a c r e  (ab o u t  845 pounds) one of th e  h ig h e s t  in the 

w o r ld .

G u a te m a la

Two th o u san d ,  n ine  h u n d re d  f a r m s  p ro d u c e  a lm o s t  90 

p e r c e n t  of G u a te m a la 's  ou tpu t  of m i ld ,  " w a sh e d "  a r a b i c a  coffee. 

The b a la n c e  i s  p ro d u c e d  by  a p p ro x im a te ly  30, 000 s m a l l - s c a l e  

g r o w e r s  w h o se  a n n u a l  o u tpu t is  l e s s  th a n  40 b a g s  each . The offi

c i a l  m a r k e t in g  ag en cy  is  the  q u a s i - o f f i c i a l  A so c ia c iô n  N ac io n a l  d e l  

Cafe in  G u a te m a la  City. T h is  o r g a n  d i r e c t s  the  in t e r n a l  m a rk e t in g
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a c t iv i t i e s ,  as  w e l l  as  g r a d e s  and c l a s s i f i e s  g r e e n  coffee  fo r  ex p o r t .  

It d o es  not p ro v id e  p r i c e  s u p p o r ts  f o r  co ffee  e x p o r t s ,  o u ts id e  of its  

m o d e s t  s to c k  re te n t io n  p r o g r a m .

M o st  of the  2 ,9 0 0  l a rg e  co ffee  p la n ta t io n s  m e n t io n e d  above 

p r o c e s s  t h e i r  own h a r v e s t e d  c h e r r i e s  to  the  p a r c h m e n t  s ta g e .

M any  then  d e l iv e r  th e  p a r c h m e n t  co ffee  to b e n e f ic io s  fo r  hu ll ing .

Six e x p o r t e r s ,  b a s e d  in  G u a te m a la  City, a c c o u n t  f o r  the  m a jo r i t y  

of g r e e n  coffee  p u r c h a s e s  in tended  f o r  f o r e ig n  m a r k e t s .

E th io p ia

A r a b ic a  coffee  o r ig in a te d  in  E th io p ia  and th e  w o rd  " c o f fe e "  

is  d e r iv e d  f r o m  the  p r o v in c i a l  n a m e ,  K affa , w h e r e  w ild  o r  s e m i 

w ild  f o r e s t s  of a r a b i c a  coffee  a r e  s t i l l  h a r v e s t e d .  T h e r e  a r e  n e a r ly  

1, 100, 000 a c r e s  of th e s e  f o r e s t s  ra n g in g  in  a l t i tu d e  f r o m  5, 000 to 

6, 000 fee t .  L a r g e  e s t a t e s ,  u s in g  n a t iv e  g a t h e r e r s ,  a c c o u n t  fo r  

only  1 0 p e r c e n t  of th e  to t a l  c ro p .  The r e s t  is  h a r v e s t e d  in d ep en d 

en t ly  by th o u s a n d s  of p e a s a n t  f a r m e r s ,  o r  by n o m a d ic  g ro u p s .

M o st  of th e  co ffee  p r e p a r e d  f o r  e x p o r t  is  d r y - p r o c e s s e d ,
!

a l though  the  w e t  te c h n iq u e  is  in c r e a s in g  in  p o p u la r i ty .  The d r i e d  

co ffee  b e a n s  a r e  c o l le c te d  by i t i n e r a n t  t r a d e r s  who m a k e  p e r io d ic  

jo u r n e y s  in to  the  f o r e s t  r e g io n s ;  th e  b e a n s  a r e  a l s o  ta k e n  d i r e c t ly  

to  e x p o r t e r s  o r  t r a d e r s  f o r  g r a d in g  and sh ipp ing .  C offee t r a d e  is  

f r e e  f r o m  p e r v a s iv e  g o v e rn m e n t  r e g u la t io n s .  The N a t io n a l  Coffee
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B o a rd  of E th io p ia  i s  r e s p o n s ib le  f o r  m a in ta in in g  c o n s is te n c y  in 

w e ig h t  and g ra d e  s ta n d a r d s ,  and fo r  in s p e c t in g  co ffee  p r o c e s s in g  

and s to r a g e  c e n t e r s .  It d o e s  not in t e r v e n e  in  p r i c e  m o v e m e n ts ;  

h o w e v e r ,  the  r a t e  of g a th e r in g  of the g e n e r a l ly  w ild  co ffee  d o es  

n o t s e e m  to  re s p o n d  g r e a t ly  to  c h a n g e s  in  g r e e n  coffee  e x p o r t  

p r i c e s ,  p o s s ib ly  b e c a u s e  of the  low c o s t s  a s s o c ia t e d  w ith  h a r v e s t 

ing. Coffee s to r a g e  in  E th io p ia n  p o r t  lo c a t io n s  is  not f e a s ib l e  

b e c a u s e  of the  h igh  r e l a t iv e  h u m id i ty .  C o n seq u en tly ,  e x p o r t s  

r e f l e c t  c u r r e n t  p ro d u c t io n  w ith  v e r y  l i t t l e  v a r ia t io n .

E a s t  A f r i c a

The g e o g r a p h ic a l  a r e a  w h ic h  to d a y  c o m p r i s e s  th e  n a t io n s  

of U ganda, K enya, and T a n z a n ia  w a s ,  u n t i l  la te  1962, c o n t ro l le d  

a s  a  u n it  b y  B r i ta in .  S ta t i s t i c s  on c o ffee  p ro d u c t io n  w e r e  g a th e r e d  

f o r  the  o r ig in a l  un it ,  and g r e e n  co ffee  d a t a  f o r  the  p r e s e n t  p o l i t i c a l  

u n i t s  a r e  no t a v a i la b le  b e f o r e  1962. T he  p r e v io u s  p a t t e r n s  of 

s t a t i s t i c a l  g a th e r in g  m a k e  in f e r e n c e s  about E a s t  A f r ic a n  co ffee  

p r i c e s ,  p r i c e - e l a s t i c i t y ,  and r e v e n u e  d i f f ic u l t  on th e  c o f fe e - ty p e  

b a s i s  e s t a b l i s h e d  fo r  th e  o th e r  c o u n t r i e s  in  th i s  study . P r o b l e m s  

in  c a lc u la t io n s  s t e m  f ro m  th e  f a c t  th a t  U ganda, w h ic h  a c c o u n ts  fo r  

roug h ly  tw o - th i r d s  of the  g r e e n  co ffee  o u tpu t of E a s t  A f r ic a ,  

p r o d u c e s  m a in ly  r o b u s t a  coffee ; w h ile  K en y a  and T a n z a n ia  ( f o r m e r l y  

T an g a n y ik a  and  Z a n z ib a r )  a r e  p r i m a r i l y  m ild ,  " w a s h e d "  a r a b i c a
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p r o d u c e r s .  Any p r i c e  s e r i e s ,  th en ,  on E a s t  A f r i c a  w i l l  co n ta in  

e l e m e n t s  of b o th  r o b u s t a  and m ild  a r a b i c a  r e s p o n s e s .  The p r i c e -  

e l a s t i c i t y  o r  d e m a n d  c a l c u la te d  fo r  E a s t  A f r i c a  w i l l  l a c k  p r e c i s e  

d e f in i t io n .  The s ig n i f ic a n c e  of th i s  p ro d u c in g  re g io n  in the  w o r ld  

co ffee  m a r k e t ,  h o w e v e r ,  m a d e  i t  d e s i r a b l e  to  m a k e  s o m e  e s t i m a 

t ion  of the  a v e r a g e  e f f e c t  of a l t e r e d  m a r k e t  c o n d i t io n s  on re g io n a l  

g r e e n  c o ffee  r e v e n u e .

U g an d a  a lone  r a n k s  a s  th e  f if th  l a r g e s t  co ffee  p r o d u c e r  in 

th e  w o r ld ,  and th e  t h i r d  l a r g e s t  p r o d u c e r  of th e  r o b u s t a  v a r ie ty .

M o st  of the  c r o p  i s  g ro w n  in s m a l l  A fr ican -o w n ed  p lo ts  of one to  

f o u r  a c r e s  each .  The m a jo r i t y  of s m a l l  g r o w e r s  s e l l  th e  d r i e d  

c h e r r i e s  a t  r u r a l  m a r k e t s  h e ld  d u r in g  the  h a r v e s t i n g  s e a s o n  f ro m  

N o v e m b e r  th ro u g h  F e b r u a r y .  S om e s e l l  the  c h e r r i e s  d i r e c t l y  to  

p r o c e s s i n g  p la n ts ,  w h e r e  the  c o ffee  i s  p r e p a r e d  f o r  b u lk  d e l iv e ry  

to  the  C offee M a rk e t in g  B o a rd ,  th e  only  le g a l  v e n d o r  in  in t e r n a t io n a l  

co ffee  t r a n s a c t io n s .

T he  B o a rd  m a r k e t s  co f fe e  in  t h r e e  w ay s .  F i r s t ,  i t  c o n d u c ts  

r e g u l a r  a u c t io n s  in  U g an d a  a t  w h ich  co ffee  i s  so ld  to  l i c e n s e d  

e x p o r t e r s  f o r  d e l iv e r y  in M o b asa ,  K e n y a - - U g a n d a 's  on ly  s e a  ou tle t .  

Second ly , ^  hoc  s a l e s  to  e x p o r t e r s  m a y  b e  m a d e  w ith  B o a rd  

a p p ro v a l  b e tw e e n  s c h e d u le d  a u c t io n s .  T h i rd ly ,  on o c c a s io n  the  

C offee  M a rk e t in g  B o a rd  w i l l  a r r a n g e  d i r e c t  s a l e s  of co ffee  to
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fo re ig n  r o a s t e r s ,  w hen  l a r g e  enough  q u a n t i t i e s  a r e  d e m a n d e d  to

w a r r a n t  d i r e c t  s a le s .

I n te r n a l  m in im u m  co ffee  p r i c e s  a r e  e s ta b l i s h e d  by the

B o a rd  a t  th e  b eg inn ing  of e a c h  co f fe e  s e a s o n ,  and s t r i c t  e x p o r t

q u o ta s  ap p l ied  a t  the  p r o c e s s i n g  le v e l  to p r e v e n t  a d d i t io n a l  g r e e n

46
co ffee  f r o m  e n te r in g  in to  t r a d e  c h a n n e ls .

The K enyan coffee  in d u s t r y  a l s o  c o n s i s t s  of m o d e s t  f a r m s - - 

a l th o u g h  th e  a v e r a g e  p lo t  (a b o u t  100 to  150 a c r e s )  is  c o n s id e r a b ly  

l a r g e r  th a n  in Uganda. The l a r g e r  f a r m  ca n  be  a t t r ib u t e d  to  the  

e l a b o r a t e  o rg a n iz a t io n  of p r o d u c t iv e  e f fo r t  in  Kenya.

A ll p la n ta t io n s  a r e  m e m b e r s  of, and c o n t ro l le d  by, one of 

135 co ffee  g r o w e r s '  c o o p e r a t iv e  s o c ie t i e s .  T h e s e  s o c i e t i e s  in  t u r n  

a r e  a f f i l ia te d  in to  13 c o o p e r a t iv e  d i s t r i c t  co ffee  u n ions  w h ich  a r e  

c o o rd in a te d  and  c o n t ro l le d  by  th e  C offee B o a rd  of K enya. T h is  

l a t t e r  body  is  r e s p o n s ib le  f o r  th e  o rg a n iz a t io n  of co ffee  p ro d u c t io n ,  

p r o c e s s in g ,  and  m a rk e t in g .  E v e r y  s ta g e  in  th e  co ffee  p r o c e s s  is  

c l o s e l y  s u p e r v i s e d  by the  u s e  of l i c e n s in g .

The b u lk  of th e  c ro p  is  p r o c e s s e d  by the  N a i ro b i  M il l s  of 

the  K e n y a  P l a n t e r s '  C o - o p e r a t iv e  U nion, L td . The law  r e q u i r e s  

th a t  a l l  K en y a  c o f f e e - - r e g a r d l e s s  of i t s  c o n d i t i o n - - m u s t  b e

46 C offee  M a rk e t in g  B o a rd  of U ganda, U g an d a  Coffee 
I n d u s t r y . (K a m p a la :  P u b l i c i ty  S e r v ic e s ,  Ltd. , no d a te ) ,  p. 4.
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d e l iv e r e d  to  a  B o a r d - a p p r o v e d  m ill .  The M a rk e t in g  B o a r d 's  

L iq u o r in g  D e p a r tm e n t  a s s ig n s  a  q u a l i ty  g r a d e  to  a l l  coffee 

d e l iv e r e d ,  b a s e d  on s a m p le  e s t i m a t e s  of i t s  m a r k e t  va lue . P la n t 

e r s  a r e  th e n  p a id  f o r  t h e i r  c ro p  the a v e r a g e  e x p o r t  p r i c e  r e a l iz e d  

d u r in g  the  s e a s o n  f o r  e a c h  g ra d e ,  l e s s  p r o c e s s in g  and m a rk e t in g  

e x p e n s e s .  A  p e r c e n ta g e  of the p r ic e  is  pa id  a t  the  t im e  of d e l iv e ry ,  

w i th  th e  b a la n c e  r e m i t t e d  at the  end of th e  se a s o n .

A bout 65 p e r c e n t  of T a n z a n ia 's  co ffee  is  m ild  a r a b i c a ,  and 

th e  b a l a n c e  is  ro b u s ta .  M o st  T a n z a n ia n  c o f f e e - - a p p ro x im a te ly  80 

p e r c e n t ,  is  g ro w n  on s m a l l  h o ld in g s  o p e ra te d  by na tive  A fr ic a n s .  

V i r tu a l ly  a l l  T a n z a n ia 's  r o b u s ta  co ffee  i s  p ro d u c e d  on th e s e  f a r m s .  

M ild a r a b i c a  c o f fe e s  a r e  c o n t ro l le d  by th e  T an g a n y ik a  Coffee 

B o a rd  and a r e  m a r k e t e d  by i t  in  r e g io n a l  co ffee  au c t io n s .  R obus ta  

co ffee  i s  r e g u la te d  by  p r o v in c i a l  c o o p e ra t iv e  un ions  in m u c h  the 

s a m e  m a n n e r  as  the  co ffee  in d u s t r y  of Kenya.

W e s te r n  A f r ic a  

A p r o b le m  of d a ta  i n t e r p r e t a t i o n  s o m e w h a t  s i m i l a r  to th a t  

of E a s t  A f r i c a  e x i s t s  f o r  the  W e s te rn  A f r i c a  reg ion .  A  g eo g ra p h ic  

a r e a  w h ich  to d ay  c o m p r i s e s  Iv o ry  C o a s t ,  C a m e ro o n ,  M a d a g a s c a r ,  

Togo R ep u b lic ,  C e n t r a l  A f r ic a n  R epub lic ,  th e  Congo (B ra z z a v i l l e ) ,  

Gabou, and D ah o m ey  w a s ,  u n t i l  la te  I9 6 0 ,  a d m in i s t e r e d  as  a  s ing le  

F r e n c h  p r o t e c t o r a t e .  F o r tu n a te ly ,  h o w e v e r ,  m o r e  m e an in g fu l
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a n a ly s e s  can  be ap p lied  to  W e s te rn  A f r i c a  d a ta  b e c a u s e  of the 

r e la t iv e  h o m o g e n e i ty  of i t s  co ffee  output. A lm o s t  a l l  the  coffee  

w h ich  is  c o m m e r c i a l l y  e x p o r te d  f ro m  the  r e g io n  is  the ro b u s ta  

v a r ie ty .  P r i c e  m o v e m e n ts  and d e r iv e d  p r i c e - e l a s t i c i t i e s  of d em an d  

a r e  m o r e  e c o n o m ic a l ly  m e a n in g fu l  than  can  be the  c a s e  f o r  E a s t  

A fr ic a .

Iv o ry  C o as t  p ro d u c e s  o v e r  60 p e r c e n t  of the  r e g io n 's  co ffee , 

and  i t s  c h a r a c t e r i s t i c s  of p ro d u c t io n  and m a rk e t in g  a r e  s h a r e d  by 

o th e r  c o u n t r i e s  in W e s te rn  A f r i c a  w ith  l i t t l e  v a r ia t io n .  About 95 

p e r c e n t  of Ivo ry  C o a s t ' s  ou tpu t is  p ro d u c e d  by s m a l l ,  in d ep en d en tly  

ow ned f a r m s ,  a v e ra g in g  one to  five a c r e s .  T h e s e  f a r m s  a r e  

lo c a te d  in  low -lying hum id  f o r e s t  r e g io n s  p a r a l l e l  to  the  e a s t  c o a s t  

and to  a  m a jo r  in t e r n a l  r i v e r ,  the  S a s s a n d r a .

D ry  p r o c e s s in g  is  u s e d  and is  u n d e r ta k e n  on the  f a r m s .

T he b e a n s  a r e  s o r t e d  and r o u g h - g r a d e d  by  the  f a r m e r s  and  th e n  so ld  

in  v i l la g e  m a r k e t  c e n t e r s  to b u y e r s  o r  c o o p e r a t iv e s .  The b u y e r s  in 

tu r n  s e l l  to  tréiding f i r m s  o r  s h ip p e r s  who m ove  th e  co ffee  by 

l i c e n s e d  p r iv a t e  c a r r i e r s  to  c o a s t a l  sh ipp ing  p o in t s - - m o s t l y  

A bidjan.

O ff ic ia l  co ffee  p o l ic ie s  a r e  im p le m e n te d  b y  the  C a i s s e  de 

S ta b i l i s a t io n  e t  de Soutien  d e s  P r i x  d e s  P r o d u c t io n s  A g r ic o le s .  The 

C a i s s e  a p p ro v e s  a l l  co ffee  e x p o r t s  and  i s  r e s p o n s ib le  f o r  w o r ld
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m a rk e t in g  of Iv o ry  C o a s t  coffee. I ts  ag e n ts  g ra d e  and in s p e c t  

coffee ,  as  w e l l  as  ac t  to s ta b i l i z e  e x p o r t  p r i c e s  f o r  i t s  g r e e n  

coffee . At the  beg inn ing  of e a c h  s e a s o n ,  the  g o v e rn m e n t  e s t a b l i s h e s  

m in im u m  p u rc h a s in g  p r i c e s  fo r  coffee . T h e s e  p r i c e s  a r e  r e v i s e d  

p e r io d i c a l ly  th ro u g h o u t  the  y e a r  to  r e f l e c t  c u r r e n t  e x p o r t  p r i c e s  

fo r  g r e e n  coffee .  S tocks  of the co ffee  a r e  a c c u m u la te d  d u r in g  the  

O c to b e r  th ro u g h  D e c e m b e r  h a r v e s t  s e a s o n ,  and then  a r e  r e l e a s e d  

f o r  w o r ld  e x p o r t  m a r k e t s  a c c o rd in g  to  s e a s o n a l  c o n su m p t io n  p a t t e r n s  

in th e  p u rc h a s in g  n a t io n s .  No s ig n i f ic a n t  c a r r y - o v e r  s to c k s  w e r e  

a c c u m u la te d  in  Iv o ry  C o a s t  p r i o r  to  th e  1962 In te rn a t io n a l  Coffee 

A g re e m e n t .

The e ig h t  c o u n t r i e s  s tu d ie d  v a r y  c o n s id e r a b ly  in t h e i r  co ffee  

in d u s t r y  c h a r a c t e r i s t i c s .  B ra z i l ,  E l  S a lv a d o r  and G u a te m a la  r e ly  on 

r e l a t iv e ly  l a r g e  p ro d u c t io n  u n i ts  f o r  m u c h  of t h e i r  g r e e n  co ffee  ou t

put, w h ile  the  r e s t  a r e  c h a r a c t e r i z e d  by s m a l l  land ho ld ing  u n i ts .  

A f r ic a n  p ro d u c t io n  c o m e s  f ro m  v e r y  s m a l l  f a r m s ,  f o r  th e  m o s t  

p a r t  of l e s s  than  f ive  a c r e s  each .

G o v e rn m e n t  in te rv e n t io n  in  co ffee  p ro d u c t io n  and m a rk e t in g  

ra n g e d  f r o m  v e r y  c lo s e  c o n t ro l  in B r a z i l ,  C o lom bia ,  and E a s t  

A f r ic a ;  th ro u g h  e s s e n t i a l l y  q u a l i ty  c o n t ro l  r e g u la t io n  in E th io p ia  

and  G u a te m a la ;  to  v i r t u a l ly  no in te rv e n t io n  in  E l  S a lv a d o r .  In one 

n a t io n  ( C o s ta  R ica) ,  the  g o v e rn m e n t  p u r s u e s  a  r e s t r i c t i v e  po licy  

a g a in s t  the  co ffee  in d u s t ry .
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P r i c e  m a in te n a n c e  s c h e m e s  a r e  a c t iv e ly  p u r s u e d  in t h r e e  

re g io n s  ( B r a z i l ,  C o lo m b ia ,  E a s t  A fr ic a ) ,  and a r e  not a t te m p te d  in 

f o u r  o th e r s  (C o s ta  R ica , E l  S a lv a d o r ,  G u a te m a la ,  E th iop ia ) .  In 

W e s te r n  A fr ic a ,  th e  g o v e r n m e n t  a c t s  to  s m o o th  p r i c e  f lu c tu a t io n s  

w ith o u t  a t te m p t in g  to  i n t e r f e r e  w ith  lo n g - te rm  t r e n d s .  S ig n if ican t  

g r e e p  co ffee  s to c k s ,  a s  of 1962, e x i s te d  only  in B r a z i l  (55 m i l l io n  

bags) and  C o lo m b ia  (5 m i l l io n  b a g s ) .  The o th e r  c o u n t r i e s  d id  not 

a p p e a r  to  b e  p u r s u in g  any s u b s ta n t iv e  p r o g r a m  of s to c k  r e te n t io n .

G e n e r a l iz a t io n s  abou t a  " ty p ic a l"  n a t io n a l  co ffee  in d u s t r y  

a r e  o b v io u s ly  d i f f ic u l t  to  e s ta b l i s h .  It a p p e a r s  th a t  a  ty p ic a l  co ffee  

f a r m  is  s m a l l  ( l e s s  than  tw e n ty - f iv e  a c r e s )  and is  s u b je c t  to  s o m e  

g o v e r n m e n t  r e g u la t io n s  c o n c e rn in g  q u a l i ty  and  m a rk e ta b i l i ty .  I t  

s e e m s  th a t ,  w h ile  in d iv id u a l  f a r m e r s  m a y  v iew  t h e i r  o f f e r in g s  of 

g r e e n  co ffee  in  a  p r i c e - i n e l a s t i c  m a n n e r ,  s o m e  g o v e rn m e n t  r e g u la 

to ry  a g e n c ie s  m a y  not. T he  e x te n t  of g o v e rn m e n t  i n t e r f e r e n c e  in 

e x p o r t  m a rk e t in g s  a p p e a r s  l im i te d ,  e x c e p t  f o r  B r a z i l  and C o lom bia .  

T h e r e f o r e  c h a n g e s  in  i n t e r n a l  co f fe e  p ro d u c t io n  w il l ,  in m o s t  c a s e s ,  

be  r e f l e c te d  (w ith  an a p p r o p r i a t e  lag) in the  c o u n t r y 's  g r e e n  coffee  

e x p o r ts .



C H A P T E R  I I I  

TH E 1962 A G R E E M E N T  AND ITS BACKGROUND

The tw in p r o b le m s  of th e  c o f fee  i n d u s t r y - - w ide ly  f lu c tu a t in g  

p r i c e s  and p e r s i s t e n t  o v e rp ro d u c t io n  in the  e x i s t in g  p r i c e  r a n g e - -  

a r e  not of r e c e n t  o r ig in .  In the  e a r l y  p a r t  of the tw en t ie th  c e n tu ry ,  

co ffee  p ro d u c t io n  f a r  e x c e e d e d  the  q u a n t i ty  d e m a n d e d ,  b a s ic a l ly  as  

a r e s u l t  of v a s t l y  in c r e a s e d  B r a z i l i a n  output. G re e n  co ffee  p r i c e s

47
p lu m m e te d  on th e  New Y ork  m a r k e t  to  3. 5 c e n t s  p e r  pound in 1903. 

B e c a u s e  B r a z i l ' s  d o m in a n c e  in  w o r ld  co ffee  ou tp u t w as  m u c h  g r e a t e r  

in  the  e a r l y  1 9 0 0 's ,  (acc o u n tin g  f o r  abou t t h r e e - f o u r t h s  of a l l  g r e e n  

c o f fee  e x p o r t s ) ,  th a t  n a t io n 's  ab i l i ty  to  c o n t ro l  co ffee  m a rk e t in g  

co n d i t io n s  w as  s u b s ta n t ia l .  The f i r s t  a t t e m p t  to  in f lu en ce  p r i c e s  

on a  b r o a d  s c a le  c a m e  in r e s p o n s e  to  the  1903 p r i c e  d ec l in e .

The B r a z i l i a n  s t a t e s  of Sao P a u lo ,  M in as  G e r a i s ,  and  Rio 

de J a n e i r o  im m e d ia te ly  p ro h ib i te d  any f u r t h e r  co ffee  t r e e  p la n t in g s  

(B e tw e e n  1890 and 1900, B r a z i l i a n  co ffee  t r e e s  in c r e a s e d  in  n u m b e r

47 W infie ld  C. King, B r a z i l ' s  C offee I n d u s t r y , (W ash in g to n  
D. C. : F o r e ig n  A g r ic u l t u r a l  S e rv ic e ,  U. S. D e p a r tm e n t  of A g r ic u l 
tu r e ,  1962), p. 5.
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48
f r o m  220 m i l l io n  to  525 m i l l io n ) ;  and p r e s s u r e  m o u n ted  f ro m  

g r o w e r s  f o r  s o m e  ty p e  of s t a t e  aid a n d / o r  subs idy .  In 1906, Sao 

P a u lo  ( a t  the  t i m e  th e  l a r g e s t  p ro d u c in g  s ta te )  adop ted  a  " v a lo r i z a 

t io n "  p r o g r a m  w h ich  a t te m p te d  to  s t a b i l i z e  coffee  p r i c e s  by e n te r in g  

th e  w o r ld  co ffee  m a r k e t  a s  a  b u y e r  in p e r io d s  of p r i c e  w e a k n e s s ,  and 

a s  a  s e l l e r  in  p e r io d s  of r i s in g  p r i c e s .  T h is  f i r s t  s ta b i l i z a t io n  

s c h e m e  w as  a  s u c c e s s ,  p r i m a r i l y  b e c a u s e  u n u su a l ly  s m a l l  coffee  

c r o p s  in B r a z i l  f r o m  1911 th ro u g h  1914 p e r m i t t e d  s a l e s  of e a r l i e r  

a c c u m u la te d  g r e e n  co ffee  s to c k s  (11 m i l l io n  b ag s  in to to ) a t p r i c e s  

w h ic h  r e p a id  the  s u p p o r t  lo a n s .  Two s u b se q u e n t  v a lo r i z a t io n  p la n s  

in  the  1919 -1920  p e r io d  w e r e  a l s o  s u c c e s s f u l ,  and led  B ra z i l i a n  

g r o w e r s  to b e l ie v e  th a t  g o v e r n m e n t  in t e rv e n t io n  in the  w o r ld  m a r k e t  

w a s  a d e q u a te  p r o te c t io n  f o r  t h e i r  e c o n o m ic  i n t e r e s t s .  A  m o r e  p e r 

v a s iv e  p e r m a n e n t  " d e f e n s e "  of co ffee  w a s  in s t i tu te d  in  B ra z i l ,  w ith  

c o n t ro l s  o v e r  i n t e r n a l  co ffee  m o v e m e n ts  and p o r t  s h ip m e n ts .

T h e s e  c o n t ro l s  in B r a z i l ,  w h a te v e r  o th e r  p u r p o s e s  m ay  h av e  

b e e n  in ten d ed ,  e n c o u r a g e d  c o n t in u e d  h ig h  co ffee  p ro d u c t io n  in 

B r a z i l ,  and th e  p r o s p e c t  of B r a z i l i a n  p r i c e  m a in te n a n c e  in  w o r ld  

m a r k e t s  s t im u la t e d  e x te n s iv e  c o ffee  p la n t in g s  in  o th e r  c o u n t r ie s .

By the  e a r l y  1 9 3 0 's  s e v e r e  o v e r - c a p a c i t y  in  g r e e n  coffee  

o u tpu t e x is te d .  B e tw ee n  1931 and 1944, the B r a z i l i a n  g o v e rn m e n t

" " i b i d . , p. 4.
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d e s t r o y e d  m o r e  than  78 m i l l io n  b a g s  of e x p o r ta b le  coffee ,  and the 

c o u n t ry  r e q u e s te d  o th e r  co ffee  p ro d u c in g  n a t io n s  to jo in  h e r  in a  

m u l t i l a t e r a l  p r i c e - f ix in g  a g r e e m e n t  f o r  coffee .  The so l ic i te d  

p r o d u c e r s ,  ch ie f ly  in C o lo m b ia  and C e n t r a l  A m e r ic a ,  w e r e  b en ef i t-  

t ing  f ro m  the  supp ly  re d u c t io n s  by B ra z i l ,  w ith o u t any c o s t  to 

th e m s e lv e s .  T hey  w e re ,  t h e r e f o r e ,  u nw ill ing  to p a r t i c ip a t e  in a 

jo in t  p r o g r a m  of coffee  d e fe n se .

In N o v em b er ,  1937, a f te r  B r a z i l  h ad  u n s u c c e s s f u l ly  t r i e d  to 

in s t i tu te  a  co ffee  c o n t ro l  p r o g r a m  a t a  c o n fe r e n c e  in H avana , the  

na t io n  s u b s ta n t ia l ly  re d u c e d  i t s  e x p o r t  ta x  on g r e e n  coffee . The 

en su in g  p r i c e  d ro p  s t im u la te d  e x p o r t s  of B r a z i l i a n  coffee , and 

fo r c e d  a c r o s s - t h e - b o a r d  p r i c e  c u ts  f o r  a l l  g r e e n  co ffee  e x p o r ts ,  

w ith  r e l a t iv e ly  s ta b le  p r i c e  d i f f e r e n t ia l s  r e - e s t a b l i s h e d  b e tw ee n  

m i ld s  and B ra z i l s .  In Ju n e ,  1940, a n o th e r  h e m is p h e r i c  c o n fe re n c e  

on co ffee  led  to  the  e s t a b l i s h m e n t  of a  w a r - t i m e  c o m p a c t - - t h e  In te r -  

A m e r ic a n  Coffee A g re e m e n t .  T h is  t r e a ty ,  s ig n e d  by th e  U nited  

S ta te s  and fo u r te e n  L a t in  A m e r ic a n  c o f f e e -p ro d u c in g  n a t io n s ,  w as  

d e s ig n e d  to  g u a r a n te e  e a c h  p r o d u c e r  c o u n t ry  a  m a r k e t  f o r  i t s  co ffee  

d u r in g  th e  w a r .  The a g r e e m e n t  s u c c e e d e d  in  keep ing  th e  U nited  

S ta te s  open to  L a t in  A m e r ic a n  coffee  e x p o r t s ,  and th e re b y  m in i 

m iz e d  the  a d v e r s e  e f fec t  on co ffee  e a rn in g s  w h ich  th e s e  n a t io n s  h ad  

en d u re d  in p re v io u s  w a r s .  The a g r e e m e n t  w a s  t e r m in a t e d  in  1948,
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w hen bouyan t e co n o m ic  co n d i t io n s  m a d e  e x p o r t  g u a r a n te e s  

u n n e c e s s a ry .

In 1946, a t  the  in s i s t e n c e  of B r a z i l i a n  g r o w e r s ,  the  r e s t r i c 

t iv e  g o v e rn m e n t  c o n t ro l s  on in t e r n a l  coffee  p ro d u c t io n  and m a rk e t in g  

w e re  abandoned. C o m p a ra t iv e ly  f r e e  m a rk e t in g  of g r e e n  coffee  

en su ed  u n ti l  1952, w hen ag a in  B r a z i l  f e l t  c o n s t r a in e d  to  a c t  to 

p r e v e n t  a r a d ic a l  p r i c e  d ro p  fo r  B r a z i l i a n  coffee  e x p o r ts .  The 

In s t i tu te  B r a s i l e i r o  do Cafe (IBC) w as  e s ta b l i s h e d  to r e g u la te  i n t e r n a l  

co ffee  p r i c e s  and to  m o n i to r  and c o n t ro l  g r e e n  coffee  e x p o r t s  (See 

C h a p te r  11). At the  s a m e  t im e  B r a z i l  began  anew  to s e e k  the  s u p p o r t  

and a s s i s t a n c e  of o th e r  co ffee  p r o d u c e r s  in  r e s t r i c t i n g  the  co ffee  su p 

p ly  and in c r e a s in g  coffee  e x p o r t  r e v e n u e .  The te n  y e a r s  of c o n fe r 

e n c e s ,  and i n t e r im  a g r e e m e n ts  w h ic h  p r e c e d e d  the  o p e ra t io n  of the  

1962 In te rn a t io n a l  Coffee A g r e e m e n t  a r e  d i s c u s s e d  below .

P r e l i m i n a r y  Coffee P r o p o s a l s ,  1954-1958  

W orld  e x p o r ts  and p ro d u c t io n  of g r e e n  co ffee  s ta b i l i z e d  in 

the  e a r l y  1 9 5 0 's ,  and co ffee  e x p o r t  p r i c e s  s e t t l e d  into a  n a r r o w  

ra n g e  of v a r i a t io n  u n t i l  l a te  1953. When th e  f a l l  h a r v e s t in g  in  B r a z i l  

r e v e a le d  the  e x te n t  of f r o s t  d a m a g e  of the  p r e v io u s  Ju ly ,  p r i c e s  ro s e  

s h a r p ly  in e x p o r t  m a r k e t s .  B r a z i l i a n  v a r i e t i e s  w h ich  had  b een  

s e l l in g  fo r  50 to  60 c e n ts  p e r  pound in  New Y ork  in la te  1953 ju m p e d
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49
to 90 c e n ts  p e r  pound by A p r i l ,  1954. A  d e c r e a s e  in  the

q u an t i ty  d e m a n d e d  of a l l  co ffee  v a r i e t i e s  r e s u l t e d  in  a dow nw ard

p r i c e  d r i f t  d u r in g  the  r e s t  of 1954. The h ig h e r  co ffee  p r i c e s ,

h o w e v e r ,  i n c r e a s e d  the  l ik e l ih o o d  of v a s t l y  ex p an d ed  p la n t in g s

th ro u g h o u t  the  w o r ld .  B r a z i l ,  in  N o v e m b e r ,  1954, s u g g e s te d  th a t

the  I n te r - A m e r i c a n  E co n o m ic  and S o c ia l  C o u n c i l  of th e  O rg a n iz a t io n

of A m e r ic a n  S ta te s  u n d e r ta k e  a  " d e ta i le d  s tu d y  of the  w o r ld  co ffee

50s i tu a t io n  and of i t s  f u tu r e  outlook . "

In A p r i l ,  1956, the  I n t e r - A m e r i c a n  E co n o m ic  and S oc ia l 

C ounc i l  vo ted  to d r a f t  an  in t e r n a t i o n a l  co ffee  a g r e e m e n t ,  a f te r  

s p e c i a l  s tu d ie s  f o r e c a s t  a  g ro w in g  d i s p a r i t y  b e tw e e n  p ro d u c t io n  and 

c o n s u m p t io n  of coffee . The U nited  S ta te s ,  a s  th e  d o m in a n t  co ffee  

im p o r t e r ,  r e fu s e d  to  ta k e  p a r t  in  any a g r e e m e n t  w h ich  m ig h t  r e s u l t  

f r o m  s u c h  a  p ro p o s a l .  A  l e t t e r  f r o m  U nited  S ta te s  A m b a s s a d o r  

H a ro ld  M. R an d a l l  to  the  I n t e r - A m e r i c a n  E c o n o m ic  and S o c ia l  

C o u n c i l  in d ic a te d  th a t  the  U nited  S ta te s  cou ld  not ta k e  p a r t  in 

n eg o t ia t in g  an in t e r n a t io n a l  co ffee  a g r e e m e n t  w h ich  m ig h t  m odify  

n a t u r a l  m a r k e t  co n d i t io n s ,  n o r  w ould  i t  b e c o m e  a  p a r t i c ip a n t  in

49
I b i d . . p. 11.

50 I n te r - A m e r i c a n  E c o n o m ic  and S o c ia l  C ounc il  of the  
O rg a n iz a t io n  of A m e r ic a n  S ta te s ,  R e c o rd  of P r o c e e d i n g s  of th e  
M ee tin g  of M in i s t e r s  of F in a n c e  o r  E c o n o m y , (O u itand inha ,  B r a z i l ;  
N o v e m b e r - D e c e m b e r ,  1954), R e s o lu t io n  34.
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s u ch  an a g re e m e n t .  The l e t t e r  w as  c o n s id e r e d  a  f o rm u la t io n  of 

co ffee  p o l ic y  by the  U nited  S ta te s ,  w hich  s e r v e d  as  the  o f f ic ia l  v iew  

u n t i l  e a r l y  1 958.

F r o s t s  in P a r a n a  (B ra z i l )  in  1955 a r r e s t e d  p r i c e  d ro p s  fo r  

a l l  c o ffee  ty p e s .  B r a z i l i a n  co ffee  p r i c e s  s e t t l e d  in to  a  55 to  60 

c e n ts  p e r  pound ra n g e  d u r in g  1 955 and 1956. A  re d u c e d  supp ly  of 

m ild  co ffee  in 1956 in c r e a s e d  the  p r i c e  d i f f e r e n t i a l  b e tw e e n  m i ld s  

and B r a z i l s ,  and h e lp e d  s t im u la t e  B r a z i l i a n  g r e e n  co ffee  e x p o r ts .

F r o m  1955 th ro u g h  1957 C o lo m b ia ,  C o s ta  R ica , and E l 

S a lv a d o r  e n t e r e d  in to  in f o r m a l  a g r e e m e n t s  to  s t a b i l i z e  m ild  coffee  

p r i c e s  d u r in g  the  p e a k  m a rk e t in g  s e a s o n  w hen e x p o r t  p r i c e s  u s u a l ly  

f e l l  d r a s t i c a l l y .  The lo o s e  c h a r a c t e r  of t h e s e  a l l i a n c e s  is  not w e l l  

d o c u m e n te d ,  bu t  th e y  a p p a r e n t ly  a l low ed  e a c h  c o u n t ry  to p u r s u e  

i t s  own m a rk e t in g  p r o g r a m s .  A lthough  th e s e  n a t io n s  d id  not 

a t t e m p t  c o o rd in a t io n  of t h e i r  s ta b i l i z a t io n  e f fo r t s  w i th  o th e r  co ffee  

p r o d u c e r s - - m o s t  no tab ly ,  B r a z i l - - t h e i r  a c t io n s  s u g g e s t  th a t  they  

w e r e  b eg in n in g  to  r e c o g n iz e  the need  fo r  so m e  f o r m  of c o n c e r te d  

ac tions  to  m in im iz e  e x p o r t  p r i c e  and coffee  re v e n u e  f lu c tu a t io n s .

51
T h o m a s  C. M ann, " T h e  Coffee Study G ro u p " ,  Coffee 

A n n u a l, 1958, p. 73.

52
See F e d e r a l  R e s e r v e  B ank  of New Y ork , " T h e  C offee 

S ta b i l iz a t io n  A g re e m e n t" ,  M onth ly  R ev iew , (O c to b e r ,  1959), p. 158.
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I n c r e a s e d  w o r ld  co ffee  p ro d u c t io n  a f t e r  1956 fo r c e d  a l l  

co ffee  e x p o r t  p r i c e s  dow nw ard .  In M ay, 1957, r e p r e s e n t a t i v e s  of 

B r a z i l  and C o lo m b ia  an nounced  a  jo in t  s p o n s o r s h ip  of a  d r a f t  a g r e e 

m e n t  w ith o u t  s p e c i f ic  p r i c e - s t a b i l i z in g  p r o v is io n s .  The two l a r g e s t  

c o f fe e -p ro d u c in g  n a t io n s  e s t a b l i s h e d  a  c o o rd in a t in g  g ro u p  to  m a k e  

a r r a n g e m e n t s  f o r  an  in t e r n a t io n a l  m e e t in g  of p r o d u c e r s  to  c o n s id e r  

th e  p ro p o s a l .

In O c to b e r ,  1957, a  s e p a r a t e ,  u n r e la t e d  c o n c o rd  w as  

r e a c h e d  in M ex ico  C ity  by the  n a t io n s  of B ra z i l ,  C o lom bia ,  C o s ta  

R ica ,  E l  S a lv a d o r ,  G u a te m a la ,  M ex ico  and N ic a ra g u a .  The M exico  

C ity  m e e t in g  w a s  p r o m p te d  by  r a d i c a l  d e c l in e s  in co ffee  p r i c e s  in 

l a t e  S e p te m b e r  and e a r l y  O c to b e r ,  1957. P r i c e  f ix ing  w a s  no t m e n 

t io n e d  in  th e  A g r e e m e n t  of M ex ico ,  b u t  q u a r t e r l y  e x p o r t  q u o ta s  w e r e  

se t ,  and an a d m in i s t r a t i v e  o rg a n  e s t a b l i s h e d  to  m o n i to r  the  p ac t .

G re e n  co ffee  p r i c e s  c e a s e d  t h e i r  d e c l in e s  f o r  about tw o 

m o n th s  as  a  r e s u l t  of coffee  r e t e n t io n  by the  s ig n a to r i e s .  In e a r ly  

1958, h o w e v e r ,  co n t in u in g  t r a d e  j o u r n a l  r e p o r t s  of in c r e a s in g  sh ip 

m e n ts  of g r e e n  co ffee  f ro m  n o n - s ig n a t o r y  p r o d u c e r s  w e a k e n e d  the  

r e s o lv e  of the  s e v e n  s ig n e r s .  B a la n c e - o f - p a y m e n ts  d i f f ic u l t i e s  fo r c e d  

an  e a r l y  a b a n d o n m e n t  of th e  1 957 a c c o rd .

In J a n u a r y ,  1958 th e  jo i n t ly - s p o n s o r e d  a g r e e m e n t  of B r a z i l  

and C o lo m b ia  w a s  c o n s id e r e d  by L a t in  A m e r ic a n  co ffee  p r o d u c e r s
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at a  m e e t in g  in Rio de J a n e i r o .  At the c o n c lu s io n  of the m e e t in g ,  

fo u r te e n  na t io n s  s igned  w hat b e c a m e  known a s  the Rio A g re e m e n t .  

The a g r e e m e n t  co n ta in ed  no p r o v is io n s  f o r  m a rk e t in g  coffee , bu t 

w as  d i r e c te d  to w a rd  the  e n c o u ra g e m e n t  of m o r e  s y s t e m a t i c  g a t h e r 

ing and r e p o r t in g  of d a ta  on coffee  p ro d u c t io n  and m a rk e t in g .  It 

a l so  sough t to  i n c r e a s e  w o r ld  c o n su m p t io n  of coffee  th ro u g h  c o o rd i 

na t io n  of n a t io n a l  p ro m o t io n a l  e f f o r t s  and th ro u g h  d e v e lo p m e n t  of 

new u s e s  f o r  g r e e n  coffee.

The la c k  of m a rk e t in g  r e s t r i c t i o n s  in th e  1958 Rio A g re e 

m e n t  w as  due to a  con tinu ing  co n v ic t io n  by m o s t  p r o d u c e r s  th a t  

o v e rp ro d u c t io n  w as a  c y c l ic a l ,  and not a  s e c u l a r  p ro b le m .  The 

c y c l i c a l  d i f f ic u l t ie s  could  be b e s t  h a n d led  on an in d iv id u a l  c o u n t ry  

( o r  p e r h a p s  co ffee-type) b a s i s .  B u m p e r  coffee  c r o p s  in e a r l y  1958, 

h o w e v e r ,  o v e rw h e lm in g ly  po in ted  to  an  u n m a n a g e a b le  s u rp lu s .  By 

June ,  1958, B r a z i l i a n  g r e e n  coffee , fo r  e x a m p le ,  h ad  d ro p p e d  to

50 c e n ts  p e r  pound in  New Y ork, and  fe l l  be lo w  40 c e n ts  p e r  pound 

53
in e a r l y  1959.

The m a g n itu d e  of the f in a n c ia l  p r o b le m s  w h ic h  c o u n t r i e s  

th a t  depended  h e a v i ly  on fo re ig n  coffee  s a l e s  w e r e  fac in g  c r e a t e d  

a  s h i f t  in  U nited  S ta te s  po licy  in 1958. S e c r e t a r y  of S ta te ,  John  

F o s t e r  D u lle s  announced  tha t;

53 W infield  C. King, o£. c it.  , p. 11.
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. . . the  U nited  S ta te s  G o v e rn m e n t  r e a l i z e s  the  
p o te n t ia l  c o n s e q u e n c e s  of v io le n t  f lu c tu a t io n s  in the 
p r i c e s  of L a t in  A m e r i c a ' s  e x p o r t s ,  and is  da i ly  s e a r c h 
ing fo r  w ay s  and m e a n s  to  c o n t r ib u te  to w a rd  a  so lu tio n  
of e co n o m ic  p ro b le m s .

T ha t s t a t e m e n t  and s u b se q u e n t  c o m m u n iq u e s  f ro m  the S ta te  

D e p a r tm e n t  s ig n a l le d  a  d e f in i te  r é é v a lu a t io n  of U nited  S ta te s  c o m 

m o d i ty  p o l ic ie s .  With the  m a j o r  c o f fe e -c o n s u m in g  na tion  now 

s y m p a th e t ic  to the  d i f f ic u l t ie s  of the co ffee  e x p o r t in g  c o u n t r i e s ,  

the  t im e  b e c a m e  r ip e  fo r  a  s e r i e s  of s e r io u s  d i s c u s s io n s  b e tw ee n  

m a j o r  c o f f e e - im p o r t in g  n a t io n s  and g r e e n  co ffee  p r o d u c e r s .

In June ,  1958, the C offee S tudy G roup  w as  e s ta b l i s h e d ,  w ith  

h e a d q u a r t e r s  in  W ashington , D. C. and a  m e m b e r s h ip  of th i r ty  

p ro d u c in g  and c o n su m in g  n a t io n s .  It w a s  a g re e d  th a t  im m e d ia te  

r e s t r i c t i o n s  on co ffee  e n te r in g  in t e r n a t io n a l  t r a d e  w e re  im p e ra t iv e .  

H o w ev er ,  the  t a s k  of a s s ig n in g  sp e c if ic  e x p o r t  q u o ta s  to m e m b e r  

p r o d u c e r s  f o r  the  1958-59  c ro p  y e a r  b eg in n in g  in  O c to b e r  p ro v e d  

im p o s s ib le .  The L a t in  A m e r i c a n  c o u n t r i e s  r e j e c te d  an A f r ic a n  

p r o d u c e r s '  p r o p o s a l  w hich , in  e f fec t ,  w ould  h a v e  fo rc e d  the  L a t in  

A m e r ic a n  m e m b e r s  to  w ithho ld  95 p e r c e n t  of a l l  the co ffee  to  be 

r e t a in e d  d u r in g  the  y e a r .  A f r ic a n  p r o d u c e r s ,  who h ad  b e e n  en joy ing

54 John  F o s t e r  D u lle s ,  A d d r e s s  a t  P a n  A m e r ic a n  Day 
C e r e m o n ie s ,  P a n  A m e r ic a n  Union, W ash ing ton , D. C. , A p r i l  14, 
1958. D e p a r tm e n t  of S ta te  N ew s R e le a s e  No. 191 (A p r i l  14, 1958).
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s t ro n g  i n c r e a s e s  in the  d em a n d  fo r  th e  r e la t iv e ly  lo w -p r ic e d  

r o b u s ta  co ffee  w e r e  u n d e r s ta n d a b ly  h e s i t a n t  to  r e s t r a i n  t h e i r  sup

p l ie s .  When in f o r m a l  e f fo r ts  by the  U nited  S ta te s  r e p r e s e n t a t i v e s  

of the  Coffee S tudy G ro u p  fa i le d  to  p ro d u c e  a  p la n  a c c e p ta b le  to 

A f r ic a n  p r o d u c e r s  and  to L a t in  A m e r ic a n  p r o d u c e r s ,  n e g o t ia t io n s  

w e r e  t e rm in a te d .

The L a t in  A m e r i c a n  r e p r e s e n t a t i v e s  p r o c e e d e d  to  d r a f t  a 

co ffee  r e te n t io n  p la n  f o r  t h e i r  g ro u p  a lone . On S e p te m b e r  27, 1958, 

a  o n e -y e a r  L a t in  A m e r ic a n  Coffee A g r e e m e n t  w a s  s ig n e d  by  f i f te e n  

c o u n t r i e s :  B ra z i l ,  C o lo m b ia ,  C o s ta  R ica , Cuba, the  D o m in ic a n  

R epub lic ,  E c u a d o r ,  E l  S a lv a d o r ,  G u a te m a la ,  H a it i ,  H o n d u ra s ,  

M ex ico , N ic a ra g u a ,  P a n a m a ,  P e r u ,  and V e n ezu e la ,  F r a n c e  and 

P o r tu g a l  in d ic a te d  th e y  w ould  v o lu n ta r i l y  l i m i t  e x p o r t s  f r o m  t h e i r  

A f r ic a n  d e p e n d e n c ie s  in  s u p p o r t  of the  new a g r e e m e n t .

The A g r e e m e n t  of M exico , w h ich  h ad  b e e n  l a r g e ly  in o p e ra 

t iv e  s in c e  i t s  e a r l y  a c t io n s  in  O c to b e r ,  1957 e x p i r e d  on S e p te m b e r  

30, 1958; on O c to b e r  1 the  L a t in  A m e r ic a n  C offee  A g r e e m e n t  w ent 

in to  effec t.  A lthough  th e  C offee Study G roup  w a s  u n s u c c e s s f u l  in  

o b ta in in g  a  w o r ld  c o ffee  a g r e e m e n t  in  1958, th e  a c h ie v e m e n t  of 

m u tu a l  d i s c u s s io n s  abou t co ffee  p r o b le m s  and the  c o n s id e r a t io n  of 

p r o p o s a l s  to  cope  w ith  the  f lu c tu a t io n s  in  p r i c e  w as ,  in i t s e l f ,  

s ig n if ic a n t .  A lso  of p r im e  im p o r ta n c e  w a s  th e  n e g o t ia t io n  of a  

L a t in  A m e r ic a n  co ffee  p ac t ;  i t  r e p r e s e n t e d  the  f i r s t  o p e r a t io n a l
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a g r e e m e n t  e n c o m p a s s in g  a l l  p r in c i p a l  L a t in  A m e r ic a n  p r o d u c e r s .

In v iew  of th e s e  a c h ie v e m e n ts ,  and  the  co n tin u ed  w i l l in g n e s s  of 

m a n y  A fr ic a n  p r o d u c e r s  to  d i s c u s s  co ffee  i s s u e s ,  it  w as  a g re e d  

th a t  the  C offee  Study G ro u p  shou ld  co n tin u e  to  s e e k  a  b a s i s  fo r  

i n t e r n a t io n a l  a g r e e m e n t  on co ffee  m a rk e t in g  p o l ic ie s .

T he N e g o tia t io n  of W orld  A g r e e m e n ts ,  1959-1962

D u r in g  1959 i n t e r e s t  h e ig h te n e d  in s e e k in g  so lu t io n s  to

l o n g - t e r m  coffee  p r o d u c t io n /c o n s u m p t io n  im b a la n c e s .  The Coffee

S tudy G ro u p  c r e a t e d  a  c o m m i t t e e  to  p r e p a r e  s tu d ie s  and r e c o m m e n d -

55
a t io n s  on lo n g - t e r m  p r o p o s a l s ,  L a t in  A m e r ic a n ,  A fr ic a n ,  and  

E u r o p e a n  r e p r e s e n t a t i v e s  p a r t i c ip a t e d  a c t iv e ly .  R e p r e s e n t a t i v e s  

of c o f fe e -p ro d u c in g  c o u n t r i e s  in  A s ia  and O c e a n ia  w e r e  not i n t e r 

e s t e d  in  m a rk e t in g  a g r e e m e n t s ,  and d id  no t  ta k e  p a r t  in  n e g o t ia t io n s  

f o r  a g r e e m e n t .

By la te  A ugust ,  1959, th e  L a t in  A m e r ic a n  b loc  had a g r e e d  

am o n g  th e m s e lv e s  on the  t e r m s  w h ic h  w ould  be  a c c e p ta b le  fo r  a  

w o r ld  co ffee  a g r e e m e n t .  The C offee Study G roup  then  in v i ted  the 

A f r ic a n  p r o d u c e r s  to  a  s p e c i a l  m e e t in g  in  London  to  d i s c u s s  the  

b a s i s  f o r  A f r ic a n  p a r t i c ip a t io n .  On S e p te m b e r  24, d e le g a te s  f r o m

55 E th io p ia ,  am o n g  A f r ic a n  p r o d u c e r s ,  did not p a r t i c i p a t e  
b e c a u s e  it  f e l t  in a d e q u a te  c o n s id e r a t io n  in  q u o ta  p r o p o s a l s  w a s  
g iv en  to  i ts  un ique  p ro d u c t io n  c a p a c i t y - - l a r g e l y  c o m p o se d  of w ild  
co ffee  f o r e s t s .
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P o r t u g a l  {r e p r e s e n t in g  i t s  A f r ic a n  p r o t e c t o r a t e ,  A ngola), the 

F r e n c h  A f r ic a n  C o m m u n ity ,  and L a t in  A m e r i c a  c o n c lu d ed  a 

p r o d u c e r s '  p a c t  w h ich  l im i te d  w o r ld  co ffee  e x p o r t s  th ro u g h  a  s y s t e m  

of in d iv id u a l ly  a d m in i s t e r e d  e x p o r t  q u o ta s  fo r  g r e e n  coffee .  The 

1959 I n te r n a t io n a l  C offee  A g r e e m e n t  s u c c e e d e d  in c o n so l id a t in g  the  

p r o d u c e r s  i n t e r e s t s  of b o th  L a t in  A m e r ic a n  and A f r ic a n  co ffee s .

I ts  s e v e n te e n  p a r t i c i p a n t  n a t io n s  a c c o u n te d  f o r  abou t 85 p e r c e n t  of 

the  w o r ld  e x p o r ta b le  g r e e n  co ffee  p ro d u c t io n .  In ad d i t io n  to  the  

s c o p e  of i t s  m e m b e r s h ip ,  the  1959 a c c o r d  a l s o  c o n ta in e d  s o m e  

s ig n i f i c a n t  o p e r a t io n a l  im p r o v e m e n t s .  It aban d o n ed  the  f le x ib le  

r e t e n t io n - o f - e x p o r t a b l e  p ro d u c t io n  f o r m u la e  w h ich  h ad  p r e v io u s ly  

s e r v e d  a s  the  b a s i s  f o r  in t e r n a t i o n a l  p r o p o s a l s .  The a g r e e m e n t  

c o n ta in e d  p r o v i s io n s  f o r  c a lc u la t in g  and a l lo c a t in g  s p e c i f ic  q u a r t e r l y  

e x p o r t  q u o ta s ,  b a s e d  on e s t i m a t e s  of w o r ld  co ffee  d em an d . 

E n c o u r a g e m e n t  of co f fe e  c o n s u m p t io n  in c o u n t r i e s  w ith  low p e r -  

c a p i t a  i m p o r t s  of the  b e v e r a g e  w a s  a c h ie v e d  th ro u g h  d e s ig n a t io n  

of "n ew  m a r k e t "  n a t io n s .  P r o d u c e r  c o u n t r i e s  cou ld  e x p o r t  g r e e n  

c o ffee  to  th e s e  s p e c i f i c a l ly  l i s t e d  lo w -c o n s u m p t io n  n a t io n s  w ith o u t 

coun ting  s u c h  e x p o r t s  a g a in s t  t h e i r  a l lo t te d  q u o ta s .

B a s ic  a n n u a l  q u o ta s  w e r e  n e g o t ia te d  f o r  e a c h  c o u n t ry  on the 

b a s i s  of i t s  m a x im u m  a n n u a l  e x p o r t s  in  th e  p e r io d  1949 -1958 .

A f te r  the  i n i t i a l  q u o ta s  w e r e  e s ta b l i s h e d ,  q u a r t e r l y  e x p o r t  q u o ta s  

w e r e  s e t  a s  a p e r c e n t  of the  b a s ic  a n n u a l  quo ta .  A lthough  a l lo w ab le
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q u a r t e r l y  coffee e x p o r ts  f o r  e a c h  s ig n a to ry  p r o d u c e r  w e r e  to  be 

e s ta b l i s h e d  p r i o r  to e ac h  q u a r t e r ,  in  p r a c t i c e  the a s s e s s m e n t  of 

the  p re v io u s  q u a r t e r ' s  m a r k e t  p e r f o r m a n c e  w as  not c o m p le te d  in 

t im e  to a llow  o f f ic ia l  q u o ta s  to  be  e s t a b l i s h e d  u n t i l  abou t the  m id d le  

of e a c h  p e r io d .  Not a l l  the  p a r t i c ip a t in g  n a t io n s  had  e s ta b l i s h e d  

c e n t r a l  c o n t ro l  a g e n c ie s  to  a d m i n i s t e r  q u o ta  r e s t r i c t i o n s  on coffee  

m a rk e t in g ,  in a c c o rd a n c e  w ith  the  p r o v i s io n s  of the 1959 pac t .  By 

la te  i 9 6 0 , the en fo rcea b il i ty  of th e  a g r e e m e n t  c a m e  in to  s e r io u s  

q u e s t io n  as  s e v e r a l  s m a l l  p r o d u c e r s  e x p o r te d  s ig n if ic a n t ly  g r e a t e r  

a m o u n ts  of g r e e n  co ffee  th a n  had  b e e n  a u th o r iz e d .  A n o th e r  p r o b le m  

of in c r e a s in g  s e r i o u s n e s s  a l s o  t h r e a te n e d  the a c ç o r d - - t r a n s s h ip m e n t s  

of g r e e n  coffee  th ro u g h  d e s ig n a te d  "n ew  m a rk e t "  c o u n t r i e s  in to  t r a d i 

t io n a l  m a r k e t  na t io n s .

The p r e s s u r e  of u n so ld  g r e e n  co ffee  in v e n to r ie s ,  and the  

d i f f ic u l ty  and e x p e n s e  of co ffee  s to c k p i l in g  in m a n y  p r o d u c e r  coun

t r i e s  c r e a te d  a  te m p ta t io n  to  u s e  r e s a l e  p lo y s  to  ob ta in  r e l i e f  f ro m  

r e s t r i c t i v e  q u o ta s .  L a r g e  q u a n t i t i e s  of co ffee  of B u lg a r ia n  o r ig in  

b e g a n  a p p e a r in g  in the  U n ited  S ta te s .  S ince  B u lg a r i a  p r o d u c e s  no 

coffee , i t  b e c a m e  a p p a r e n t  th a t  s o m e  p r o d u c e r s  w e r e  u s in g  th a t  

e a s t e r n  E u ro p e a n  na tion  a s  a  r e s a l e  p o in t  to q u o ta  m a r k e t s .  The 

B o a rd  of D i r e c t o r s  of the  In te r n a t io n a l  Coffee A g re e m e n t  e s t a b 

l i s h e d  a  b a g - m a r k in g  s y s t e m  w h ich  w a s  d e s ig n e d  to  in d ic a te  c l e a r ly  

the  o r ig in  of a l l  g r e e n  co ffee  in i n t e r n a t io n a l  t r a d e .  R ep ack ag in g
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of the t r a n s s h ip p e d  coffee , h o w ev e r ,  m a d e  th i s  d e te c t io n  m e a s u r e  

in e ffe c tiv e .

The c o o p e ra t io n  of the m a jo r  im p o r t in g  c o u n t r i e s  b e c a m e  

in c r e a s in g ly  im p o r ta n t  as  a  c o n t ro l  m e a s u r e  in the  e n fo rc e m e n t  of 

q u o ta  r e g u la t io n s .  T h ro u g h  the  Coffee Study G roup , e f f o r t s  began  

to  be  d i r e c te d  to w a rd  d ra f t in g  a  lo n g - te rm  a g r e e m e n t  w h ich  would 

invo lve  p a r t i c ip a t io n  of p r o d u c e r  and c o n s u m e r  n a t io n s .  The ap p ea l  

to the co ffee  im p o r t in g  n a t io n s '  r e p r e s e n t a t i v e s  w a s  p r i m a r i l y  on the  

b a s i s  of ec o n o m ic  d e v e lo p m e n t  c o n s id e r a t io n s .  The in d u s t r i a l  

im p o r t in g  n a t io n s  cou ld  c o n s id e r  s u p p o r t  of co ffee  p r i c e  m a in te 

nan ce  s c h e m e s  as  a  r e la t iv e ly  lo w -c o s t  f o r m  of f o r e ig n  aid.

In the  a b s e n c e  of sp e c if ic  c o n t ro l  m e a s u r e s  by the 1959 

A g re e m e n t ,  B r a z i l  and C o lo m b ia  b eg an  to  e x p o r t  l e s s  than  t h e i r  

le g a l  q u o ta s  in an  e f fo r t  to  c o u n te rb a la n c e  th e  p r o b le m s  of in ad e

q u a te  co ffee  c o n t ro l s  in  o th e r  c o u n t r i e s ,  and of t r a n s s h ip m e n t s  

w h ich  c i r c u m v e n te d  a g r e e m e n t  s t r i c t u r e s  and w eak en ed  coffee  

e x p o r t  p r i c e s .  F o r  the  1959-1960  c ro p  y e a r ,  t h e s e  two c o u n t r ie s  

u n d e r - f u l f i l l e d  t h e i r  q u o ta s  by a  co m b in e d  to t a l  of 1, 650, 000 b ag s  

of g r e e n  coffee . T he  p r e s s u r e  on the  B o a rd  of the  new

In te r n a t io n a l  C offee O rg a n iz a t io n ,  E x e c u t iv e  B o ard ,  
H is to r y  of I n te r n a t io n a l  Coffee A g r e e m e n ts ;  T h e i r  B a c k g ro u n d , 
P r o v i s io n s ,  O p e ra t io n s  and R e la ted  D e v e lo p m e n ts ,  1 9 5 4 -1 9 6 3 , 
IC C - 1 - 1 ,  28 Ju n e ,  1963, (L ondon: I n te r n a t io n a l  Coffee O rg a n iz a 
tion , 1963), p. 21.
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a g r e e m e n t  to keep  q u o ta s  r e l a t iv e ly  h ig h  re d u c e d  the  im p o r ta n c e  

of the  q u o ta  m e c h a n is m .  The 19 59-1960  quota , a s  f in a l ly  a d ju s te d  

f o r  a l l  c o u n t r i e s ,  w a s  c o n s id e r a b ly  l a r g e r  than  the t r a d i t i o n a l  

m a r k e t s  w ould  a b s o rb .  H eav y  r e l i a n c e  w as  p la c e d ,  in  e f fe c t ,  on 

the in d iv id u a l  p r o g r a m s  of c o ffee  r e te n t io n  and in t e r n a l  (d o m e s t ic )  

co ffee  p r i c e  s u p p o r t  p o l i c i e s  by th e  p r o d u c e r s  th e m s e lv e s .

In i 960 and 1961 the  L a t in  A m e r ic a n  p r o d u c e r s  w ho h ad  

p fa r t ic ip a ted  in  the  d e fu n c t  A g r e e m e n t  of M ex ico  m e t  in f o r m a l ly  

to  s tudy  the  r e a s o n s  fo r  th e  w id e s p r e a d  e v a s io n s  of th e  new a g r e e 

m e n t ' s  p ro v is io n s .  A f te r  an in - d e p th  s tudy  of the  g r e e n  co ffee  

m a rk e t ,  the  p r o d u c e r s  c o n c lu d ed  th a t

. . . e x t r a o r d i n a r y  p r e s s u r e s  to  s e l l  d ev e lo p  a t  c e r t a in  
t i m e s  of the  y e a r .  F o r  e x a m p le ,  p r e s s u r e  to  s e l l  
b u i ld s  up as  the  h a r v e s t s  a r e  r e a d ie d  f o r  m a r k e t  in  th e  
l a s t  m o n th s  of the  y e a r  and the  f i r s t  m o n th s  of the 
fo llow ing  y e a r .  S a le s  a r e  m a d e  f o r  f o r w a r d  d e l iv e ry .  
G r o w e r s  and e x p o r t e r s  a r e  e a g e r  to  s e l l  in  o r d e r  to 
r e a l i z e  r e t u r n s ,  and  c e n t r a l ,  o r  q u a s i - o f f i c i a l ,  c o m m e r 
c i a l  b an k s  a r e  c o n c e r n e d  w ith  o b ta in ing  the  p r o c e e d s  of 
e x p o r t s  to  r e p l e n i s h  t h e i r  h o ld in g s  of fo re ig n  ex ch a n g e ,  
w h ich  h av e  d e c r e a s e d  d u r in g  th o s e  m o n th s  of th e  y e a r  
w hen  coffee ,  a  p r in c i p a l  o r  im p o r ta n t  s o u r c e  of fo re ig n -  
ex ch a n g e  e a r n in g s ,  is  m ov ing  a b ro a d  in  s m a l l  o r  
n e g l ig ib le  q u a n t i t i e s .  U n s e t t l e d  p o l i t i c a l  c o n d i t io n s  and 
f in a n c ia l  p o s i t io n s  ca n  m o v e  e x p o r t e r s  to s e l l  to  f o r e ig n  
b u y e r s  as  q u ic k ly  a s  p o s s ib le .  In th e s e  c i r c u m s t a n c e s  
e x p o r t  q u o ta s ,  u n s u p p o r te d  by  o th e r  c o n t ro l  m e c h a n i s m s ,  
m a y  be  too in d i r e c t  a  d e v ic e  to  keep  p r i c e s  a t  d e s i r e d  
le v e ls .

^^Ib id . , p. 44.



The q u o ta - s e t t in g  m e c h a n is m  of the  In te rn a t io n a l  Coffee 

A g r e e m e n t  w a s  p la g u e d  w ith  p r o g r e s s i v e l y  lo n g e r  d e la y s  as  t im e  

p a s s e d .  By e a r l y  1961, the  B o a rd  of the  A g r e e m e n t  had  r e s ig n e d  

i t s e l f  m a in ly  to  c o l le c t in g  d a t a  on g r e e n  co ffee  e x p o r t s  ex p o s t , and 

to  i s s u in g  p e r io d ic  ad m o n i t io n s  abou t the  d a n g e r s  of f lood ing  the

M ild  co ffee  p r o d u c e r s  got to g e th e r  on a n hoc  b a s i s  to 

to  j r e c o m m e n d  s to p -g a p  m e a s u r e s  f o r  t h e i r  r e s p e c t iv e  g o v e rn m e n ts .  

As a  r e s u l t  of p r i v a t e  n e g o t ia t io n s  G u a te m a la  and C o lo m b ia  a g re e d  

to  s t im u la t e  w o r ld  s a l e s  of m o u n tin g  in v e n to r i e s  of m i ld  co ffee  in 

s o m e  o th e r  n a t io n s ,  no tab ly  C o s ta  R ica ,  E l  S a lv a d o r ,  and M exico .

By 1 96 1 , g e n e r a l  g r e e n  co ffee  e x p o r t  p r i c e s  had  fa l le n  to  

a b o u t 40 p e r c e n t  of t h e i r  1954 le v e ls .  Due in  p a r t  to  an  i n c r e a s e d  

i n t e r e s t  in  l o n g - t e r m  d e v e lo p m e n t  a s s i s t a n c e  to  p o o r  c o u n t r i e s ,  

and  in  p a r t  due to  th e  co n t in u ed  d i s c u s s io n s  of co ffee  p r o b le m s  in 

th e  Coffee S tudy G roup , th e  U nited  S ta te s  p o s i t io n  on c o m m o d ity  

a g r e e m e n t s  w a s  l i b e r a l i z e d .

E m i l  Z u b ry n ,  " M e x ic a n  Coffee E x p o r t s  A ided by 
C o lo m b ia 's  R e t i r e m e n t  f r o m  M a rk e t" ,  T e a  and Coffee T ra d e  
J o u rn a l .  (M a rc h ,  I 9 6 I ) ,  pp. 54, 55.
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On M a rc h  13, 1961, in a  s p e e c h  by P r e s i d e n t  J o h n  K ennedy  

w h ich  ou tl ined  h i s  t e n -y e a r  p r o p o s a l  f o r  im p ro v e d  s t a n d a r d s  of l iv ing  

in  the A m e r ic a s ,  h e  in d ic a te d  th a t

. . .  th e  U n ited  S ta te s  is  r e a d y  to c o o p e r a te  in 
s e r io u s  c a s e - b y - c a s e  e x a m in a t io n s  of c o m m o d ity  
m a r k e t  p r o b le m s .  F r e q u e n t  v io le n t  c h a n g e s  in c o m 
m o d i ty  p r i c e s  s e r io u s ly  i n j u r e  th e  e c o n o m ie s  of m any  
L a t in  n a t i o n s - - d r a w i n g  t h e i r  r e s o u r c e s  and s tu l t i fy in g  
t h e i r  g row th . T o g e th e r  w e m u s t  f ind  p r a c t i c a l  m e th o d s  
of b r in g in g  an  end  to  th i s  p a t t e r n .  59

In A ugust ,  1961 , the  H ead  of the U n ited  S ta te s  D e le g a t io n  a t  an 

O rg a n iz a t io n  of A m e r ic a n  S ta te s  c o n fe r e n c e  in U ru g u ay  d e c l a r e d  the  

w i l l in g n e s s  of the  U n ited  S ta te s  to  p a r t i c i p a t e  e x p l ic i t ly  in a  lo n g 

t e r m  co ffee  a g r e e m e n t .  L a te  in  1961, n e g o t ia t io n s  w e r e  in i t ia te d  

to  s e c u r e  U nited  S ta te s  lo a n s  f o r  m i ld  c o ffee  s e a s o n a l  p r i c e  su p 

p o r t s  in C e n t r a l  A m e r ic a .  By e a r l y  1962, a  lo a n  of US $1 2 m i l l io n  

w a s  g r a n te d  f o r  th a t  p u rp o s e .

M eanw hile ,  th e  C offee  S tudy G ro u p  m e t  in  p le n a r y  s e s s i o n  

in  S e p te m b e r  to  c o n s id e r  a  s ta f f  p a p e r  on " P r o p o s e d  P r i n c i p l e s  to 

U n d e r l ie  a  L ong- T e r m  A g r e e m e n t" .  A f te r  th i s  p a p e r  w a s  d i s 

c u s s e d  a  C o o rd in a t in g  and D ra f t in g  C o m m it te e ,  w i th  r e p r e s e n t a t i v e s

59
T he New Y o rk  T i m e s . M a r c h  14, I 9 6 I .

C offee  S tudy G roup , " P r o p o s e d  P r i n c i p l e s  to  U n d e r l ie  a  
L o n g - T e r m  C offee  A g r e e m e n t" ,  C S G -1- 8 / 6 I ,  Rev. 1 (S e p te m b e r  
29, 1961).
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of te n  p ro d u c in g  and im p o r t in g  m e m b e r s  of the  Coffee Study G roup, 

w a s  appo in ted  to  d r a f t  an a g r e e m e n t  p ro p o s a l .

In e a r ly  D e c e m b e r ,  1961, an a g r e e m e n t  d r a f t  w as  c i r c u 

la te d  to the  m e m b e r  g o v e rn m e n ts  of the  C offee Study G roup , as  

w e l l  as  to in t e r e s t e d  n o n - m e m b e r  n a t io n s .  When the G roup  m e t  aga in  

in  p le n a r y  s e s s i o n  in M a rc h ,  1962, i n t e r e s t  in  the p ro p o s a l  s e e m e d  to 

w a r r a n t  the  conven ing  of a  f o r m a l  n e g o t ia t in g  c o n fe re n c e .  The 

Coffee S tudy G roup  t h e r e f o r e  r e q u e s te d  th a t  the  A cting  S e c r e t a r y -  

G e n e r a l  of the  U nited  N a tio n s  m a k e  a r r a n g e m e n t s  to  hold  su ch  a 

c o n fe r e n c e  u n d e r  U. N. a u s p ic e s .  In May, the  S e c r e t a r y  G e n e ra l  

o f  the  U nited  N a tio n s  f o r m a l ly  in v i ted  a l l  m e m b e r  s t a t e s  of the  

U nited  N ations ,  of the  I n te r im  C o m m is s io n  f o r  the  I n te rn a t io n a l  

T r a d e  O rg a n iz a t io n ,  of the  Food  and A g r ic u l tu r e  O rg a n iz a t io n  of the  

U nited  N a tio n s  and of the  Coffee Study G roup  to  p a r t i c ip a te  in  the 

c o n fe re n c e .  The in v i ta t io n  in c lu d ed  the  t e r m s  of r e f e r e n c e  fo r  

the  m e e t in g  ". . . to  d i s c u s s  m e a s u r e s  d e s ig n e d  to  m e e t  the  s p e c ia l

62
d if f ic u l t i e s  w h ich  e x i s t  o r  a r e  e x p e c te d  to a r i s e  c o n c e rn in g  coffee." 

Seven ty -one  c o f f e e - e x p o r t in g  and - im p o r t in g  c o u n t r i e s  and 

in t e r e s t e d  in te r n a t io n a l  o rg a n iz a t io n s  w e r e  r e p r e s e n t e d  a t the

^ ^ I n t e r n a t i o n a l  Coffee O r g a n iz a t io n ,  o£. c i t . , p. 6l .

U nited  N a tio n s  Coffee C o n fe re n c e ,  1962; S u m m a ry  of 
P r o c e e d i n g s , E /C o n f .  4 2 /8  (Ju ly ,  A ugust  1962), p. 21.
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c o n fe re n c e ;  f i f ty -e ig h t  d e le g a t io n s  a c t iv e ly  en g ag ed  in the  

n e g o t ia t io n s .

The U nited  N ations  C offee C o n fe re n c e  opened  on Ju ly  9,

1 9 6 2 , and a d jo u rn e d  s e v e n  w e e k s  l a t e r  on A ugust 25, a f t e r  d i s c u s 

s io n  and r e v i s i o n  of the  Coffee Study G roup  p ro p o s a l .  On S e p te m b e r  

28, the  C o n fe re n c e  w a s  r e c o n v e n e d  f o r  one day, d u r in g  w h ich  the 

e n t i r e  te x t  of the  a g r e e m e n t  w a s  a p p ro v e d  fo r  s ig n a tu r e  by  the 

d e le g a t io n s .  By the N o v e m b e r  30, 1962 d e a d l in e  fo r  s ig n a tu r e ,  

f i f t y - f o u r  g o v e rn m e n ts  had s ig n ed  the  1962 I n te r n a t io n a l  Coffee 

A g re e m e n t .  T h i r ty - tw o  co ffee  p ro d u c in g  c o u n t r i e s  r e s p o n s ib le  

f o r  95 p e r c e n t  of a l l  g r e e n  co ffee  e x p o r t s  w e r e  s ig n a t o r i e s .  Tw enty- 

tw o  n a t io n s  w hich  acc o u n te d  f o r  a l m o s t  95 p e r c e n t  of t o t a l  co ffee  

im p o r t s  had  a l s o  s ig n e d  the  p ac t .  H ow ever ,  d e la y s  in r a t i f i c a t io n  

of the  w o r ld  co ffee  p a c t  by  s e v e r a l  g o v e rn m e n ts  ( m o s t  no tab ly  the  

U n ited  S ta tes)  p r e v e n te d  th e  d e f in i t iv e  e n t ry  in to  fu ll  f o r c e  of the  

new  a g r e e m e n t  u n t i l  D e c e m b e r  31, 1963.

G e n e r a l  P r o v i s io n s  of the  1962 In te rn a t io n a l  

Coffee A g r e e m e n t

The f e a t u r e  of the 1962 p a c t  w h ich  d i s t in g u is h e d  i t  m o s t  

s ig n i f ic a n t ly  f r o m  p r e v io u s  a g r e e m e n t s  w as  the e x p l ic i t  c o o p e r a 

t io n  of the  m a jo r  c o f f e e - im p o r t in g  c o u n t r i e s .  L ik e  e a r l i e r  a c c o r d s ,  

the  1962 A g r e e m e n t  u se d  g r e e n  co ffee  e x p o r t  q u o ta s  as  i t s  p r in c i p a l
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i n s t r u m e n t  fo r  s ta b i l i z in g  co ffee  p r i c e s  and fo r e ig n  exchange  

re v e n u e .  It a l so  e x p l ic i t ly  e n c o u ra g e d  i n c r e a s e d  c o n s u m p t io n  of 

coffee  th ro u g h  p ro m o t io n  a c t iv i t i e s  f in a n c e d  by  a  p e r - b a g  levy  on 

the  p ro d u c in g  m e m b e r s '  co ffee  e x p o r ts .  M e m b e r  p r o d u c e r s  w e r e  

e n c o u ra g e d  " to  a d ju s t  the  p ro d u c t io n  of co ffee  w h ile  the A g r e e m e n t

r e m a i n s  in f o r c e  to  th e  a m o u n t  n eed e d  f o r  d o m e s t ic  c o n su m p tio n ,

é) 3
e x p o r t s ,  and s to c k s .  . .

M e m b e r  im p o r t in g  n a t io n s  w e r e  to  l i m i t  to ta l  im p o r t s  f r o m  

n o n m e m b e r  p r o d u c e r s  a s  a  g ro u p  to  no t m o r e  than  the a v e ra g e  

an n u a l  i m p o r t s  f r o m  th o s e  c o u n t r i e s  a s  a  g roup  d u r in g  the  p e r io d  

f r o m  1961 th ro u g h  1963. T h is  p r o v is io n  e f fe c t iv e ly  l im i te d  the  

e x p a n s io n  of n o n - m e m b e r  e x p o r ts ,  s in c e  95 p e r c e n t  of th e  c o f fe e 

c o n su m in g  m a r k e t  w a s  bound by th e  1962 r u le s .  The im p o r t in g  

m e m b e r s  w e r e  a l s o  to  p ro h ib i t  the  im p o r ta t io n  of g r e e n  co ffee  f r o m  

m e m b e r  p r o d u c e r s  w ho  sh ip p ed  su c h  co ffee  w ith o u t q u o ta  a p p ro v a l .  

A p r o d u c e r  n a t io n  w ho fa i le d  to  c o m p ly  w ith  th e  A g r e e m e n t  q u o ta  

r e g u la t io n s  cou ld  be  e x p e l le d  f r o m  the  p a c t .  T he  p r o s p e c t  of 

b e in g  u n ab le  to  p r o f i t  f r o m  e x p an d e d  e x p o r t s  to  m e m b e r  c o n s u m in g  

n a t io n s  w a s  h o p ed  to  p ro v id e ,  a d eq u a te  in c e n t iv e s  to  p r o d u c e r s  to 

e n fo rc e  q u o ta  r e s t r i c t i o n s .

63 ■ -

U nited  N a tio n s  Coffee C o n fe re n c e ,  1962, c i t . , 
A r t i c l e  48, p. 65.
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T he In te r n a t io n a l  Coffee O rg a n iz a t io n ,  w ith  h e a d q u a r t e r s  

in London, is  the  a d m in i s t r a t i v e  o rg a n  e s ta b l i s h e d  by th e  1962 

A g r e e m e n t  to s u p e r v i s e  i t s  o p e r a t io n s .  The h ig h e s t  a u th o r i ty  of 

the  O rg a n iz a t io n  is  v e s t e d  in the  In te r n a t io n a l  Coffee C ounc il ,  

w h ic h  c o m p r i s e s  a l l  m e m b e r s  of the  A g re e m e n t .  A lthough  the  

C o u n c i l  m ay  re v ie w  any  a c t io n  ta k e n  to  a d m i n i s t e r  th e  A g re e m e n t ,  

i t s  c h ie f  ro le  is  to  e l e c t  an  E x e c u t iv e  B o a rd  and E x e c u t iv e  D i r e c t o r ,  

to  w h ich  g ro u p  is  d e le g a te d  th e  r e s p o n s ib i l i ty  fo r  the  d a y - to - d a y  

im p le m e n ta t io n  of th e  A g r e e m e n t  g o a ls .  ,

The E x e c u t iv e  B o a rd  c o n s i s t s  of f o u r te e n  m e m b e r s ,  

r e p r e s e n t a t i v e s  of s e v e n  c o f f e e - e x p o r t in g  n a t io n s  and  d e le g a te s  

f r o m  s e v e n  c o f f e e - im p o r t in g  n a t io n s .  The B o a rd  is  g iven  the  

d i s c r e t i o n a r y  a u th o r i ty  to  a l t e r  e x p o r t  q u o ta s  on a  p r o -  r a t a  b a s i s  

w ith in  n a r r o w  l i m i t s  d u r in g  th e  co ffee  y e a r ,  w ithou t p r i o r  C ounc il  

a p p ro v a l .  A nnua l q u o ta s  t h e m s e lv e s  m u s t  b e  e s ta b l i s h e d  by the 

C ounc il ,  a l th o u g h  q u a r t e r l y  a l lo tm e n ts  m a y  be r e v i s e d  by th e  

B o a rd  w ith  C o u n c i l  a p p ro v a l .  The b a s ic  e x p o r t  q u o ta  a s s ig n e d  to 

e a c h  p r o d u c in g  c o u n t ry  in  A nnex A  of the  A g r e e m e n t  s e r v e s  as  the 

b a s i s  f o r  a l l  p r o - r a t a  a d ju s tm e n t s .  U n ti l  l a t e  D e c e m b e r ,  1966, 

s e l e c t iv e  a d ju s tm e n t  of co f fe e  e x p o r t  q u o ta s  to  r e f l e c t  d i f f e r e n c e s  

in  d e m a n d  fo r  th e  t h r e e  m a j o r  g r e e n  coffee  ty p e s  (u n w ash ed  

a r a b i c a ,  w a sh e d  " m i ld "  a r a b i c a ,  and ro b u s ta )  w a s  no t p e r m i t t e d .
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L ike  th e  1959 A g re e m e n t ,  th e  1962 p a c t  a l low ed  n o n -q u o ta  

s h ip m e n ts  of g r e e n  co ffee  by m e m b e r s  to  s p e c i f i e d  r e g io n s  of low 

p e r - c a p i t a  co ffee  c o n su m p tio n .  B ag  m a r k i n g s  and  c e r t i f i c a t e s -  

o f - o r ig in  w e r e  r e q u i r e d  by th e  ICO to  id e n t i fy  a l l  q u o ta -a p p ro v e d  

co ffee  in  i n t e r n a t io n a l  t r a d e ,  T h e s e  d e v ic e s  w e r e  d e s ig n e d  to 

p r e v e n t  the  c la n d e s t in e  t r a n s s h i p m e n t  of c o ffee  to  h ig h -c o n s u m p t io n  

a r e a s .

The I n te r n a t io n a l  C offee  A g r e e m e n t  of 1962 r e p r e s e n t s  the  

c u lm in a t io n  of a  s e r i e s  of g r a d u a l  s h i f t s  to w a rd  in te r n a t io n a l  c o l lu 

s ion  by co ffee  p r o d u c e r s  w h ich  b e g a n  in  1954. P r o d u c e r s  of v a r i 

ous ty p e s  of co ffee  w e r e  p la g u e d  in  t u r n  w i th  d e c l in in g  g r e e n  co ffee  

e x p o r t  p r i c e s  th ro u g h o u t  th e  p e r io d  a s  co ffee  p r o d u c t io n  s o a re d .  

B r a z i l ,  the m ild  co ffee  p r o d u c e r s ,  an d  (f ina lly )  th e  A f r ic a n  r o b u s ta  

p r o d u c e r s  r e c o g n iz e d  th a t  p ro d u c t io n  of g r e e n  co ffee  fo r  the  e x p o r t  

m a r k e t ,  if  a l low ed  to  i n c r e a s e  u n c h e c k e d ,  w ould  c o n t in u e  to  o u tp a ce  

the  s low  i n c r e a s e  in  c o ffee  c o n s u m p t io n .  The e x te n s io n  of th e  1959 

p r o d u c e r s '  p a c t  to  in c lu d e  c o n s u m in g  n a t io n s  a s  p a r t i e s  to  the 

A g r e e m e n t  c a m e  only  a f t e r  th e  U n ite d  S ta te s ,  th e  w o r l d ' s  l a r g e s t  

c o f f e e - c o n s u m in g  c o u n t ry ,  a l t e r e d  i t s  p o l ic y  on p a r t i c ip a t io n  in 

c o m m o d ity  a g r e e m e n t s .  The c o n t in u e d  d e c l in e  in  the  p r i c e  of 

g r e e n  co ffee  in L a t in  A m e r ic a ,  in  a d d i t io n  to  a  h e ig h te n e d  i n t e r e s t  

in  h e m i s p h e r i c  e c o n o m ic  g ro w th  by  P r e s i d e n t  K ennedy, p ro v id e d  

the  f in a l  im p e tu s  to  U n ited  S ta te s  in v o lv e m e n t .  The p o s s i b i l i t i e s
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f o r  im p ro v e d  e a rn in g s  f r o m  an  e ffe c t iv e  r e d u c t io n  of the  co ffee  

supply , h o w ev e r ,  d epended  upon the  r e s p o n s iv e n e s s  of the m a r k e t  

to changes  in p r ic e .  The p r i c e - e l a s t i c i t y  of d em a n d  f o r  g r e e n  

co ffee  e x p o r ts  is  c o n s id e r e d  in  the  nex t c h a p te r .



C H A P T E R  I V  

T H E  P R IC E -E L A S T IC IT Y  O F C O F F E E  E X P O R T  DEMAND

The w ide ly  f lu c tu a t in g  g r e e n  co ffee  e x p o r t s  and the  s e c u l a r  

d e c l in e  in g r e e n  coffee  e x p o r t  e a r n in g s  f r o m  1953 th ro u g h  1962 

a p p e a r ,  in  r e t r o s p e c t ,  to  h av e  b e e n  p r i m a r i l y  c a u s e d  by supp ly  

c o n s id e r a t io n s ;  and not b e c a u s e  of sh if ts  in  the  d em a n d  fo r  coffee  

e x p o r t s .  The c o f f e e - t r e e  b e a r i n g  c y c le  and  s e a s o n a l  m a rk e t in g  of 

n ew ly  h a r v e s t e d  co ffee  c o n t r ib u te d  to  y e a r - t o - y e a r  supply  s h if ts .  

T he ex p an d ed  p la n t in g s  of new co ffee  t r e e s  (w hich  c a m e  in r e s p o n s e  

to  h ig h  co ffee  e x p o r t  p r i c e s  in the  early 1 9 5 0 's )  and the p a r t i a l  

m a r k e t in g  p r o te c t io n  f t o m  B r a z i l i a n  co ffee  r e te n t io n s  in c r e a s e d  

w o r ld  p ro d u c t io n  of co ffee  m o r e  r a p id ly  th a n  th e  s low  i n c r e a s e  in 

g r e e n  co ffee  e x p o r ts .  The s h o r t - r u n  supp ly  of g r e e n  co ffee  w as ,  

f o r  in s t i tu t io n a l  and f in a n c ia l  r e a s o n s ,  v i r t u a l l y  p e r f e c t ly  p r i c e -  

in e la s t i c .  I n a p p ro p r ia te  c l im a t e s  f o r  lo n g - te r m  co ffee  s to r a g e ,  

in a d e q u a te  f in a n c ia l  r e s o u r c e s  to  s u p p o r t  m a s s iv e  r e te n t io n  p r o 

g r a m s  and w eak  r e g u la to r y  a g e n c ie s  c o n t r ib u te d  to  the  p r e s s u r e s  

to  s e l l  new ly  h a r v e s t e d  coffee , r e g a r d l e s s  of e x p o r t  p r ic e .

86
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C h a p te r  V p r o v id e s  e m p i r i c a l  e v id e n c e  to  s u p p o r t  the  a s s u m p t io n  of 

a  p e r f e c t ly  in e la s t i c  g r e e n  co ffee  supply  function .

The 1962 In te r n a t io n a l  C offee  A g r e e m e n t  a t t e m p ts  to  r e g u 

la te  the supp ly  of c o ffee  th ro u g h  q u o ta  r e s t r i c t i o n s  in co ffee  e x p o r ts .  

Q u a r t e r l y  q u o ta  a l lo tm e n ts  a r e  d e s ig n e d  to s h if t  th e  p r i c e - in e l a s t i c  

supp ly  of c o ffee  in  o r d e r  to s t a b i l i z e  g r e e n  co ffee  p r i c e s  and 

r e v e n u e ,  p r e s u m a b l y  on an  a n n u a l b a s i s  ( the  A g r e e m e n t  d o es  not 

adop t a n n u a l  s t a b i l i z a t io n  e x p l ic i t ly ,  so  one ca n  on ly  in fe r  f r o m  its  

o p e ra t io n  th a t  th a t  i s  i t s  in ten tion ) .

If th e  s h o r t - r u n  coffee  supp ly  is  p e r f e c t ly  p r i c e - in e l a s t i c  

(a s  th is  s tudy  a s s u m e s ) ,  v a r i a t i o n s  in co ffee  p r i c e s  a t the  e x p o r t  

l e v e l  w i l l  d ep en d  e n t i r e ly  on the  n a tu r e  of g r e e n  co ffee  e x p o r t  

d e m a n d .  In e s s e n c e ,  coffee  e x p o r t  p r i c e s  w i l l  be  d e m a n d -  

d e te r m in e d .

The d e g r e e  of p r i c e  ch an g e  in r e s p o n s e  to  a  g iven  ch an g e  

in the  q u a n t i ty  of co ffee  o f f e r e d  f o r  e x p o r t  w i l l  d ep en d  on the  p r i c e -  

e l a s t i c i t y  o f  d e m a n d  f o r  co f fe e .  In v iew  of the  n a tu r e  of th e  g r e e n  

co ffee  e x p o r t s ,  one m a y  a l s o  e x p e c t  th a t  the  e l a s t i c i t y  of d e m a n d  

f o r  d i f f e r e n t  ty p e s  of g r e e n  co ffee  m a y  v a r y  th ro u g h  a  c o n s id e r a b le  

ra n g e .  As C h a p te r  II in d ic a te d ,  g r e e n  c o ffee  i s  a  h igh ly  d i f f e r e n t i 

a te d  p ro d u c t ,  w i th  s u b t le  d i f f e r e n c e s  in  s iz e ,  c o lo r ,  and f la v o r  

w ith in  co ffee  ty p e s .  T h e s e  v a r i a t i o n s  in  c o ffee  c h a r a c t e r i s t i c s  g ive
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r i s e  a t the  e x p o r t  le v e l  to  m a n y  m o r e  p r o d u c ts  than  th e  t h r e e  m a jo r  

t y p e s - - u n w ash ed  a r a b i c a ,  m i ld  a r a b i c a ,  and ro b u s ta .

F o r  e x a m p le ,  B r a z i l i a n  a r a b i c a  co f fe e s  a r e  c l a s s i f i e d  in to  

s ix  m a j o r  v a r i e t i e s :  r e d  b o u rb o n ,  y e l lo w  bou rbon , m undo  novo, 

r e d  c a t u r r a ,  ye l low  c a t u r r a ,  and M a ra g o g ip e .  E a c h  v a r i e t y  is  

f u r t h e r  c l a s s i f i e d  by type ,  a c c o rd in g  to  the  n u m b e r  of d e f e c t s  found 

in  a  300 g r a m  s a m p le  of the  v a r i e ty .  The o f f ic ia l  c l a s s i f i c a t io n  

ta b le  l i s t s  41 d i f f e r e n t  co ffee  ty p e s  fo r  e a c h  of the s ix  v a r i e t i e s - - 

y ie ld in g  a l m o s t  250 v a r i a n t s  of B r a z i l i a n  coffee .  E a c h  d i s t i n c t

co ffee  type  h a s  i t s  own un iq u e  p r i c e  p e r  bag  in  w o r ld  e x p o r t

, .  64m a r k e t s .

In g e n e r a l ,  th e  s u s t a in e d  p r i c e  d i f f e r e n t i a l s  am ong  the  

t h r e e  m a j o r  co ffee  v a r i e t i e s  in the  w o r ld - - u n w a s h e d  a r a b i c a ,  m ild  

a r a b i c a ,  and  ro b u s ta -  - in d ic a te  the  w i l l in g n e s s  of the e x p o r t  m a r k e t  

to  pay  a  con tin u in g  p r e m i u m  in p r i c e  f o r  th e  m i ld  (w e t -p ro c e s s e d )  

a r a b i c a  v a r i e t i e s  o v e r  th e  e x p o r t  p r i c e s  p r e v a i l in g  f o r  u n w ash ed  

(d r y - p r o c e s s e d )  a r a b i c a  c o f fe e s .  F u r t h e r m o r e ,  the  r a t h e r  p e r s i s t e n t  

d i s c o u n t  in  r o b u s ta  e x p o r t  p r i c e s  in  r e l a t io n  to  u n w ash ed  a r a b i c a  

p r i c e s  s u g g e s t s  the  c o m p a r a t i v e  i n f e r i o r i t y  of the r o b u s t a  c o f fe e s  

v i s -  a- v is  th e  o th e r  two m a j o r  v a r i e t i e s .

p. 26 .

64
W o rld  C offee  and T ea ,  Vol. 7, No. 12 (A p r i l ,  1967),
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R e p r e s e n ta t i v e  a v e r a g e  a n n u a l  e x p o r t  p r i c e s  f o r  th e  t h r e e  

m a j o r  co ffee  v a r i e t i e s  a r e  g iven  in  T a b le  7 fo r  th e  1 9 5 3 -1 9 6 2  p e r io d .  

In v iew  of the  m a r k e t  p r e f e r e n c e  f o r  m i ld  c o f fe e s ,  a s  c o m p a r e d  w ith  

th e  o th e r  two co ffee  ty p e s ,  one m ig h t e x p e c t  a  r e l a t iv e ly  low p r i c e -  

e l a s t i c i t y  of d em a n d  fo r  m i ld  coffee .  T h is  low p r i c e - e l a s t i c i t y  

w ould  in d ic a te  i m p o r t e r s '  c o m p a r a t i v e  r e lu c t a n c e  to  lo w e r  t h e i r  

p u r c h a s e s  of g r e e n  coffee  as  i t s  p r i c e  r o s e .  By the  s a m e  token, 

r o b u s t a  c o f fe e s  m ig h t  w e l l  be  c h a r a c t e r i z e d  by r e l a t i v e ly  h ig h  

p r i c e - e l a s t i c i t i e s  of d e m a n d ,  b e c a u s e  of i t s  d e m o n s t r a t e d  in f e r i 

o r i t y  in th e  e x p o r t  m a r k e t - - a s  c o m p a r e d  w ith  th e  a r a b i c a  v a r i e t i e s .  

In any ev en t ,  t h e r e  i s  no a  p r i o r i  r e a s o n  to  b e l i e v e  th a t  the  d em a n d  

f o r  a l l  ty p e s  of co ffee  shou ld  h av e  id e n t ic a l  ( o r  even  s im i l a r )  p r i c e -  

e l a s t i c i t i e s  in  t h e i r  r e l e v a n t  e x p o r t  p r i c e  r a n g e s .

It  w ould  be  p o s s ib le ,  p e r h a p s  ev e n  in s t r u c t i v e ,  to  d e l in e a te  

d e m a n d  fu n c t io n s  f o r  the  t h r e e  m a jo r  co ffee  v a r i e t i e s ,  w ith o u t  

r e g a r d  to  th e  c o u n t ry  of p ro d u c t io n .  H o w e v e r ,  th e  p u r p o s e s  of th is  

s tu d y  m a k e  s e le c te d  co ffee  p ro d u c in g  c o u n t r i e s  th e  fo c a l  p o in t  f o r  

co ffee  r e v e n u e  r e s e a r c h ,  and not the  m a j o r  co ffee  ty p e s  p e r  se.

B e c a u s e  of the  un ique  c h a r a c t e r i s t i c s  of the co ffee  g ro w n  in 

e a c h  c o u n t ry ,  the  u se  of a  s in g le  d e m a n d  e q u a t io n  fo r  a  m a j o r  co ffee  

v a r i e ty  (i. e. , ro b u s ta )  w ould  not p r o v id e  a s  p r e c i s e  an  in d ic a t io n  

of the d e m a n d  fo r  the  in d iv id u a l  n a t io n 's  un ique  co ffee  p ro d u c t io n



T A B L E  7

A V E R A G E  A N N U A L  G R E E N  C O F F E E  E X P O R T  P R IC E S  F O R  C O F F E E  D E L IV E R E D  IN 
N E W  YORK. S E L E C T E D  UNW ASH ED  A R A B IC A , M IL D  A R A B IC A , AND 

R O B U S T A  V A R IE T IE S ,  BY Y EA RS, A N N U A L L Y , 1953-1962&

(U. S. D o l l a r s  p e r  60 Kg. Bag)

Y e a r U n w a sh e d  A ra b ic a ^ M ild  A r a b ic a ^
3

R o b u s ta

1953 70. 00 74. 00 58. 00
1954 85. 70 93. 90 72. 80
1955 63. 10 82. 80 47. 10

19 56 6 1 . 00 8 1 .8 0 38. 90
1957 59. 45 84. 11 41. 27
1958 54. 54 68. 53 45. 83

1959 42. 52 59. 54 34. 84
I9 6 0 4 3 .1 1 5 7 .4 0 2 4 .1 7
1961 42. 64 55. 45 22. 97
1962 39. 87 52. 24 23. 49

 ̂F i g u r e s  f o r  u n w a s h e d  a r a b i c a  a r e  a v e r a g e  a n n u a l  c o f fe e  e x p o r t  p r i c e s  f o r  B r a z i l i a n  
u n w a s h e d  a r a b i c a  c o f fe e .

^ F i g u r e s  f o r  m i ld  a r a b i c a  a r e  a v e r a g e  a n n u a l  c o f fe e  e x p o r t  p r i c e s  f o r  C o lo m b ia n  m i ld  
a r a b i c a  co f fe e .

3 _ .

co ffee .
F i g u r e s  f o r  r o b u s t a  a r e  a v e r a g e  a n n u a l  c o f fe e  e x p o r t  p r i c e s  f o r  W e s t e r n  A f r i c a n  r o b u s t a  

^ S o u rce :  U; S. D e p a r t m e n t  of C o m m e r c e ,  B u s i n e s s  and  D e fe n s e  S e r v i c e s  A d rn in i s t r a t io n ,

vO
o

P r e s s  R e l e a s e  B D - s e r i e s ,  v a r i o u s  i s s u e s ,  1953 t h r o u g h  1963.
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m ix  as the s e p a r a t e  c o u n t ry  o r  r e g io n  a p p ro a c h  d o e s .  M o re o v e r ,  

e a c h  m e m b e r  p ro d u c in g  c o u n t ry  of the 1962 I n te r n a t io n a l  Coffee 

A g r e e m e n t  te n d s  to v iew  i ts  co ffee  e x p o r t s  a s  a s e p a r a t e  p ro d u c t ,  

d e s p i t e  i t s  g e n e r i c  r e la t io n s h ip  to o th e r  co ffee  ty p es .

S u c c e s s fu l  a d m in i s t r a t io n  of an  a g r e e m e n t  w h ich  p u r p o r t s  

to s t a b i l i z e  co ffee  p r i c e s  and re v e n u e  m u s t  c o n s id e r  the p r i c e -  

e l a s t i c i t i e s  of co ffee  e x p o r t  d em an d  c a r e f u l ly  to d e t e r m in e  the 

a p p r o p r i a t e  q u o ta  p o l i c ie s  to  p u r s u e .  E c o n o m ic  c o n s u l t a n ts  to the 

I n te r n a t io n a l  Coffee O rg a n iz a t io n -  - m o s t  n o ta b ly  G e r t r u d  L o v a sy  

of the I n te r n a t io n a l  B ank  f o r  R e c o n s t ru c t io n  and D e v e lo p m e n t  and 

G e o rg e  K aw ata , f o r m e r l y  of the P a n  A m e r ic a n  C offee  B u r e a u - - 

h av e  p ro v id e d  in- dep th  a n a ly s e s  of the  c o n s u m e r  d e m a n d  fo r  

r o a s t e d  and  so lu b le  co ffee ,  b a s e d  p r i m a r i l y  on U nited  S ta te s  m a r k e t  

s a m p le s .  T h e s e  s tu d ie s ,  d e s c r ib e d  in g r e a t e r  d e t a i l  e l s e w h e r e  in 

th is  c h a p te r ,  in d ic a te d  a  r a t h e r  low a b s o lu te  p r i c e - e l a s t i c i t y  of 

c o n s u m e r  d e m a n d  f o r  r o a s t e d  and  s o lu b le  c o f f e e - - w e l l  w ith in  the  

in e la s t i c  ran g e .

On the b a s i s  of th e  s tu d ie s  m a d e  by th e s e  r e s e a r c h e r s ,  the 

I n te r n a t io n a l  Coffee C ounc il  a p p a re n t ly  co n c lu d ed  th a t  the  a p p ro 

p r i a t e  a c t io n  to  i n c r e a s e  re v e n u e  w as  to r e s t r i c t  th e  co ffee  supp ly  

and to r a i s e  g r e e n  co ffee  e x p o r t  p r i c e s .

C o n tro l  o v e r  the  g r e e n  co ffee  e x p o r t  supp ly  w a s  e x e r t e d  

th ro u g h  th e  co ffee  e x p o r t  q u o ta  m e c h a n i s m  of the  In te rn a t io n a l
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C offee  O rg a n iz a t io n .  In th e  in i t i a l  s ta g e s  of A g re e m e n t  o p e ra t io n ,  

ann u a l  w o r ld  q u o ta s  w e r e  e s ta b l i s h e d  by the  I n te r n a t io n a l  Coffee 

C ouncil.  The w o rld  q u o ta  w a s  then  d iv id ed  am ong  the  m e m b e r  

p ro d u c in g  n a t io n s  a c c o rd in g  to  the p ro p o r t i o n s  e s ta b l i s h e d  by the  

b a s ic  A g re e m e n t  q u o ta  f o r  e a c h  co u n try .  Q u a r te r ly  r e v i s i o n s  of 

the q u o ta s  could  be  m ade ,  if  m a r k e t  co n d i t io n s  a p p e a re d  to  ju s t i f y  

th e m ; bu t any q u o ta  a d ju s tm e n t  had  to be  m a d e  on a  p ro -  r a t a  b a s i s  

am ong  a l l  p ro d u c in g  n a t io n s .

No s e le c t iv e  q u o ta  c h a n g e s  w e r e  p e r m i t t e d .  U n fo r tu n a te ly ,  

no s p e c if ic  d i r e c t i v e s  e x i s t e d  to  a s s e s s  m a r k e t  co n d i t io n s  and t h e i r  

r e la t io n s h ip  to  q u o ta  a d ju s tm e n t s .  T h e r e f o re ,  in  M a rc h ,  1965, the 

C o u n c il  a p p ro v e d  a  B r a z i l i a n  p r o p o s a l  w h ic h  w ould  p e r m i t  the  

E x e c u t iv e  D i r e c t o r  of the  A g r e e m e n t  to  a l t e r  w o r ld  q u o ta s  (and  

c o u n t ry  q u o ta s  on a  p ro - ra ta  b a s is )  if  g r e e n  coffee  e x p o r t  p r i c e s  

m o v ed  beyond  u p p e r  o r  lo w e r  in d i c a to r  l i m i t s ,  as  e s t a b l i s h e d  by 

the  Council.

An in d ic a to r  p r i c e  r a n g e  of 38 to  44 c e n ts  w a s  e s ta b l i s h e d  

f o r  q u o ta  p u r p o s e s ;  as long  as  in d i c a to r  p r i c e s  r e m a in e d  w ith in  the  

ra n g e ,  no q u o ta  a d ju s tm e n t s  w e r e  d e e m e d  n e c e s s a r y .  The in d ic a 

t o r  p r i c e  w as  d e t e r m in e d  by  c a lc u la t in g  the  d a i ly  a r i t h m e t i c  m e a n  

of a v e r a g e  New Y o rk  i m p o r t  p r i c e s  p e r  pound fo r  co ffee  in  th r e e  

m a j o r  c a t e g o r i e s - - u n w a s h e d  a r a b i c a ,  m i ld  a r a b ic a ,  and ro b u s ta .
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If th e  in d i c a to r  p r i c e  r o s e  above  44 c e n ts  p e r  pound fo r  15 c o n s e c u 

t iv e  m a r k e t  d a y s ,  o r  f e l l  be low  38 c e n ts  p e r  pound fo r  th e  s a m e  

p e r io d ,  the  E x e c u t iv e  D i r e c t o r  w as  ob liged  to  a d ju s t  a l l  e x p o r t  

q u o ta s  in  a  m a n n e r  w h ich  w ould  b r in g  th e  in d i c a to r  p r i c e  b a c k  

w ith in  th e  p e r m i s s i b l e  ran g e .

The lin k ag e  of a l l  co ffee  e x p o r t  su p p l ie s  th ro u g h  the  r ig id  

p r o - r a t a  q u o ta  s y s t e m  p ro v e d  b u r d e n s o m e  to m a n y  p ro d u c in g  

c o u n t r i e s .  M a r k e t  co n d i t io n s  f o r  m i ld  a r a b i c a s  w h ic h  m ig h t  c a u s e  

the  in d i c a to r  p r i c e  to  d ro p  be lo w  38 c e n t s  p e r  pound a u to m a t ic a l ly  

r e d u c e d  the  su p p ly  of u n w a sh e d  a r a b i c a s  and r o b u s ta s ,  as  w e l l  as  

th a t  of m i ld  a r a b i c a s .  T h is  p e r v a s i v e  q u o ta  ch an g e  w as  e f fec ted ,  

r e g a r d l e s s  of m a r k e t  c o n d i t io n s  fo r  the  d i f f e r e n t  co ffee  v a r i e t i e s .  

An i n c r e a s e d  n u m b e r  of r e q u e s t s  f o r  q u o ta  w a i v e r s  fo llow ed  in  the  

w ake  of the  q u o ta  a d ju s tm e n t s ;  and th e s e  r e q u e s t s  f o r c e d  a  r é é v a lu 

a t io n  of the  q u o ta  r e v i s i o n  m e c h a n is m .  A s e le c t iv e  q u o ta  s y s t e m  

w h ich  w a s  a d o p ted  in  l a t e  1966 p e r m i t t e d  p r o - r a t a  q u o ta  a d ju s t 

m e n ts  w ith in  e a c h  of th e  t h r e e  m a in  co f fe e  v a r i e t i e s .  T h is  a c t io n  

i n c r e a s e d  th e  f le x ib i l i ty  of the  q u o ta  m e c h a n i s m  and te n d ed  to  

c o r r e c t  the  c lu m s y  c h a r a c t e r  of the  o r ig i n a l  s y s te m .

T he q u o ta  a d ju s tm e n t  s y s t e m  and i t s  r e v i s io n s  a r e  d i s 
c u s s e d  a t  le n g th  (w ith  r e p r o d u c t io n s  of th e  r e l e v a n t  In te rn a t io n a l  
C offee C o u n c i l  r e s o lu t io n s )  in  P a n  A m e r ic a n  C offee  B u re a u ,  A nnual 
C offee  S t a t i s t i c s . 1964 (New Y ork :  P a n  A m e r ic a n  Coffee B u re a u ,  
1965), p. 4 , 5 ;  and  A nnual Coffee S t a t i s t i c s , 1965 (New Y ork : P a n  
A m e r i c a n  C offee  B u re a u ,  1966), pp. 2 -4 .
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A m o r e  fu n d a m e n ta l  p r o b le m  in the  a p p l ic a t io n  of coffee  

e x p o r t  q u o ta s  w as  th e  t h e o r e t i c a l  b a s e  on w h ich  r e s t r i c t i v e  q u o ta s  

w e r e  e s ta b l i s h e d .  Any s h o r t -  ru n  r e s t r a i n t s  on the  co ffee  su p p ly  

a s s u m e  th a t  the  r e v e n u e  g a in s  f r o m  h ig h e r  un it  p r i c e s  f o r  coffee  

a r e  not o f f s e t  o r  o v e rw h e lm e d  by lo w e r  to ta l  u n i t  s a l e s ;  in s h o r t ,  

g r e e n  co ffee  q u o ta  r e s t r i c t i o n s  a r e  b a s e d  on an a s s u m p t io n  of a 

p r i c e - i n e l a s t i c  d e m a n d  f o r  g r e e n  coffee .

E m p i r i c a l  s tu d ie s  on the  r e t a i l  d em a n d  f o r  co ffee  have  b e e n  

c o n d u c ted  by s e v e r a l  in d iv id u a ls  o v e r  a  p e r io d  of y e a r s .  The 

m e th o d o lo g y  and s u m m a r y  of th e  r e s u l t s  of s e v e r a l  of th e s e  s tu d ie s  

a r e  p r e s e n t e d  in the  n e x t  s e c t io n  of th is  c h a p te r .

The u s e  of r e t a i l  m a r k e t  co ffee  d e m a n d  a n a ly s i s  a s  a  

p r i m a r y  d e c i s io n - m a k in g  inpu t in the  c o n t ro l  of the  co ffee  e x p o r t  

m a r k e t  a s s u m e s  a  c o n g ru i ty  b e tw e e n  th e  d e m a n d  e l e m e n t s  in  the 

two m a r k e t s .  A  r e l a t io n s h ip  in d u b i tab ly  e x i s t s  b e tw e e n  th e  e x p o r t  

and r e t a i l  m a r k e t s  f o r  co ffee ,  y e t  t h e r e  a r e  m a n y  d i f f e r e n c e s  in 

th e  two m a r k e t s  w h ic h  w ould  c a s t  doubt on th e  u s e  of r e t a i l  m a r k e t  

c o n d i t io n s  to  a p p ro x im a te  b e h a v io r  in  the  e x p o r t  m a r k e t .

The w h o le s a le  p r o d u c t - - g r e e n  c o f f e e - - i s  h ig h ly  d i f f e r e n t i 

a ted , and is  p u r c h a s e d  and  s o ld  by k n o w led g ea b le  in d iv id u a ls  in 

l a r g e  q u a n t i t i e s  f o r  p r o c e s s i n g  in to  an  u l t im a te  c o n s u m e r  fo rm .  

A g g r e s s iv e  m a r k e t  b e h a v io r  in the  e x p o r t  s e c t o r  g iv e s  the
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c o m p e t i t iv e  edge to the  b u y e r  who s e e s  t e m p o r a r y  p r i c e  b a r g a in s  

am o n g  s i m i l a r  coffee g r a d e s  and ta k e s  adv an tag e  of th e se  d i f f e r e n 

t i a l s .  In th e  U nited S ta te s  a lm o s t  850 d i f f e r e n t  c o m p a n ie s  bid fo r  

g r e e n  coffee ; bu t th r e e  c o m p a n i e s - - G e n e r a l  F o o d s ,  S tan d a rd  

B ra n d s ,  and T e n c o - - a c c o u n t  f o r  m o r e  th a n  h a lf  of the  r e t a i l  s a le s  

and e x p o r t  p u r c h a s e s  of co ffee  in the  U nited  S ta te s .

In c o n t r a s t  to the  h igh ly  o rg a n iz e d  and c e n t r a l i z e d  e x p o r t  

m a r k e t ,  the  r e t a i l  m a r k e t  f o r  r o a s te d  o r  so lu b le  coffee  is  co m p o se d  

of r e l a t iv e ly  l a rg e  n u m b e rs  of u n in fo rm e d  c o n s u m e r s ,  f o r  w hom  

co ffee  i s  a  co n v en t io n a l  n e c e s s i ty .  B e c a u se  co ffee  co n su m p tio n  

in v o lv e s  th e  p u r c h a s e  of a  p le a s a n t ly  h a b i tu a l  food i te m  in q u an ti

t i e s  w h ich  r e q u i r e  only a  m in o r  p a r t  of an  in d iv id u a l 's  to ta l  m oney  

in c o m e ,  i t  w ould s e e m  lik e ly  th a t  r e t a i l  coffee  co n su m p tio n  w ould 

n o t  n o r m a l ly  r e s p o n d  g r e a t ly  to  p r i c e  ch an g es .

F u r t h e r m o r e ,  a r e c e n t  s tu d y  s u g g e s ts  th a t  the  c r o s s 

e l a s t i c i t y  of d em an d  b e tw ee n  co ffee  and o th e r  b e v e r a g e s  such  as 

t e a  o r  c o c o a  is  v e r y  low. U nited  S ta te s  coffee  d r i n k e r s  have  n eg l i

g ib le  s u s c e p t ib i l i ty  to  cocoa , r e g a r d l e s s  of coffee  r e t a i l  p r i c e s ;  

and  the  c r o s s - e l a s t i c i t y  of d em an d  f o r  t e a  w ith  r e s p e c t  to  the p r i c e

The P r i c e  of In s ta n t  C o ffee" ,  The E c o n o m is t , Vol. 226, 
No. 6493, ( F e b r u a r y  3, 1968), p. 53.
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* 6 y
of co ffee  is  v e r y  low. The r e t a i l  m a r k e t  co ffee  p ro d u c t  d i f f e r s  

p h y s ic a l ly  f ro m  the e x p o r t  m a r k e t  g r e e n  coffee . The r e t a i l  p roduc t  

is  r o a s te d ,  often  g round , and s o m e t im e s  d eh y d ra te d .  In add i tion ,  

the r e t a i l  co ffee  p r o d u c t  u s u a l ly  is  a  c o m p o s i te  ( o r  blend) of 

se v e r a l  d i f f e r e n t  coffee  v a r i e t i e s .

The in d iv id u a l  co ffee  v a r i e t i e s  v a r y  c o n s id e ra b ly  in f l a v o r  

and a ro m a ,  bu t the  b le n d ed  c o f fe e s  tend  to  m a s k  and o b s c u re  the  

d is t in c t io n s  of the  in d iv id u a l  e l e m e n t s .  The m a s k e d  f la v o r  of the  

b len d ed  coffee  g iv e s  th e  r o a s t e r  so m e  la t i tu d e  in the  s e le c t io n  of 

g r e e n  co ffee  in g re d ie n ts  f o r  th e  c o n s u m e r  p ro d u c t ,  and s o m e  f le x i 

b i l i ty  in  the p ro p o r t i o n s  of th e  co ffee  v a r i e t i e s  used .  R o a s te r s  

and b le n d e r s  ro u t in e ly  a l t e r  t h e i r  b le n d  m ix  w hen  p r i c e  d i f f e r e n t i a l s  

am ong  co ffee  v a r i e t i e s  m a k e  the  s u b s t i tu t io n  of c h e a p e r  co ffee  

ty p e s  fo r  m o r e  e x p e n s iv e  v a r i e t i e s  p o s s ib le  w ith o u t n o t ic e a b ly  

a f fec t in g  th e  c h a r a c t e r i s t i c s  of th e  r e t a i l  p ro d u c t .

W hen b le n d  s u b s t i tu t io n s  a r e  c o n s id e r e d  w ith  th e  p o s s i b i l i 

t i e s  fo r  p ro lo n g e d  g r e e n  co ffee  s t o r a g e  in th e  c o n su m in g  co u n try ,  

an e x p o r t  p r i c e - e l a s t i c i t y  of d e m a n d  b e c o m e s  p la u s ib le  w h ich  is  

c o n s id e r a b ly  h ig h e r  th a n  the  e l a s t i c i t y  of r e t a i l  d em an d .  In a 

coffee  in d u s t ry  a n a ly s i s  p r e p a r e d  by  M e r r i l l  Lynch , P i e r c e ,

6 7
M u h am m ad  I. C h au d h ry ,  D em and  F u n c t i o n s - - S t a t i c  and 

D y n am ic  f o r  Coffee, Cocoa, and T e a , U np u b lish ed  D o c to ra l  
D i s s e r t a t i o n  ( H a r v a r d  U n iv e r s i ty :  D e p a r tm e n t  of E c o n o m ic s ,  
1965), p. 37.
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F e n n e r  and Sm ith , Inc. , the  o b s e rv a t io n  is  m a d e  tha t

t r a d e  i n t e r e s t s  a r e  m a r e  r e s p o n s iv e  to  p r i c e  ch an g e s  
and e x p e c te d  p r i c e  c h a n g e s  than  a r e  f in a l  c o n s u m e r s .
In p e r io d s  of f a i r l y  r e s t r i c t e d  p r i c e  m o v e m e n t ,  the 
t r a d e  is  l ik e ly  to ta k e  a d v a n ta g e  of s m a l l  p r i c e  r e d u c 
t io n s  to  add to  in v e n to ry  o r ,  on the o th e r  hand, a b s ta in  
f r o m  buying  w hen  p r i c e s  r i s e .  , . . I m p o r t e r s  and 
r o a s t e r s  ty p ic a l ly  k e e p  a  low p h y s ic a l  in v e n to ry ,  l e s s  
th a n  a  tw o -m o n th  supp ly . . . Should they  d ec id e  to add 
ev en  a few w e e k s '  su p p ly  to  t h e i r  h o ld in g s ,  th is  m a k e s  
a  c o n s id e r a b le  d i f f e r e n c e  to  s h o r t -  ru n  d em an d .

E l iz a b e th  G ilboy , in  h e r  1934 s tu d y  of co ffee  and te a ,  d e r iv e d  a  low

n e g a t iv e  c o e f f ic ie n t  ( -0 .  34) of p r i c e - e l a s t i c i t y  of d em a n d  f o r  coffee.

She o b s e r v e d  th a t

th e  e x i s t e n c e  of in e l a s t i c i t y  of the c u r v e  m a k e s  it  
l ik e ly  th a t  the  c u r v e  r e f l e c t s  c o n s u m e r s '  d e m a n d  and 
no t d e a l e r s '  ( im p o r t)  d em an d .  T he  l a t t e r  w ould  c e r 
ta in ly  be  c o n s id e r a b ly  m o r e  e l a s t i c ,  and m ig h t  ev en  
be  p o s i t iv e .  ^9

L a t e r  in  th i s  c h a p te r ,  the  p r e s e n t  a u t h o r ' s  s tu d y  on p r i c e -  

e l a s t i c i t y  of d e m a n d  f o r  the  v a r io u s  s e le c te d  p r o d u c e r s '  g r e e n  

co ffee  e x p o r t s  i s  p r e s e n te d .  T h is  s tu d y  s u p p o r t s  the co n ten tio n  

th a t  the  e x p o r t  d e m a n d  f o r  co ffee  is  c o n s id e r a b ly  m o r e  e l a s t i c  

th a n  the  r e t a i l  c o n s u m e r  d e m a n d  f o r  co ffee  ( a s  i n f e r r e d  f r o m  the  

r e c e n t  c o n s u m e r  co ffee  d e m a n d  s tu d ie s  p r e s e n t e d  below ).

M e r r i l l  Lynch, P i e r c e ,  F e n n e r  and Sm ith , Inc. Coffee. 
(New Y ork :  M e r r i l l  Lynch , P i e r c e ,  F e n n e r  and  Sm ith , 1965), 
pp. 32 , 33.

69
E l iz a b e th  W. G ilboy, " T im e  S e r i e s  and the  D e r iv a t io n  

of D em an d  and Supply C u rv e s :  A  Study of C offee  and T ea , 1850- 
1930" . Q u a r t e r l y  J o u r n a l  of E c o n o m ic s . Vol. 48 (A ugust,  1934), 
pp. 667, 678.
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The c r u c i a l  i s s u e  h e r e  is  the r e le v a n c e  of c o n s u m e r  m a r k e t  

d em a n d  a n a ly s e s  foi- th e  I n te r n a t io n a l  C offee O rg a n iz a t io n  p o l ic ie s  

r e g a r d in g  d e s i r a b l e  e x p o r t  a l lo tm e n ts .  If the p r i c e - e l a s t i c i t y  of e x p o r t  

d e m a n d  fo r  g r e e n  co ffee  ( the  m a r k e t  b e h a v io r  w h ich  a c tu a l ly  a f fe c ts  

i n t e r n a t io n a l  co ffee  e x p o r t  p r i c e s  and revenue)  d o e s  not c lo s e ly  a p p ro x i 

m a te  the p r i c e - e l a s t i c i t y  of c o n s u m e r  d e m a n d  fo r  r o a s t e d  and so lu b le  

co ffee ,  then  p o l ic y  d e c i s io n s  about co ffee  supp ly  r e s t r i c t i o n s  w h ich  a r e  

b a s e d  on e s t i m a t e s  of the l a t t e r  w ould be  s e r i o u s l y  in e r r o r  c o n c e rn in g  

a c tu a l  e x p o r t  m a r k e t  r e s p o n s iv e n e s s .  If the g r e e n  co ffee  e x p o r t  

d e m a n d  w e r e  p r i c e - e l a s t i c  w h ile  In te r n a t io n a l  C offee O rg a n iz a t io n  

e s t i m a t e s  of co ffee  r e s p o n s iv e n e s s  w e r e  b a s e d  on p r i c e - i n e l a s t i c  con

s u m e r  d em an d ,  t h e i r  p r o j e c t io n s  of co ffee  p r i c e  m o v e m e n ts  w ould not 

on ly  be  in s e r i o u s  e r r o r ,  b u t  a l s o  t h e i r  e s t i m a t e s  of co ffee  e x p o r t  

r e v e n u e  c h a n g e s  w ould  be p e r v e r s e .

An i n c r e a s e  in g r e e n  co ffee  e x p o r t  p r i c e s  w ould , c e t e r i s  

p a r ib u s ,  r e d u c e  g r e e n  co ffee  e x p o r t  r e v e n u e ;  a t t e m p t s  to  s ta b i l i z e  

e x p o r t  in c o m e  th ro u g h  q u o ta  c o n t ro l s  w ould  in c r e a s e ,  r a t h e r  th an  

r e d u c e ,  th e  m a g n i tu d e  of e x p e c te d  f lu c tu a t io n s  in co ffee  e x p o r t  in c o m e .

A r e a s o n a b le  a p p ro x im a t io n  of the  p r i c e - e l a s t i c i t y  of d em an d  

f o r  g r e e n  co ffee  e x p o r t s  i s  t h e r e f o r e  c r u c i a l  f o r  a c c u r a t e  I n te r n a 

t io n a l  C offee  O rg a n iz a t io n  p o l ic y  d e c i s io n s .  In v ie w  of i t s  e s s e n t i a l i t y ,  

i t  is  q u ite  s u r p r i s i n g  th a t  no s tudy  of co ffee  e x p o r t  d e m a n d  

e l a s t i c i t y  h a s  b e e n  p u b lish e d .  T h e re  is  a l s o  no e v id e n c e
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th a t  c o n s u l t a n ts  to the  1962 A g r e e m e n t  s ta f f  h av e  p ro v id e d  any in- 

h o u s e  s tu d ie s  on co ffee  e x p o r t  p r i e  e - e l a s t i c i t i e s .  In an in te rv ie w  

w ith  M is s  G e r t r u d  L o v asy ,  lo n g - t im e  co ffee  a n a ly s t  f o r  the 

I n te r n a t io n a l  M o n e ta ry  F und  and the  I n te r n a t io n a l  B ank  fo r  R econ 

s t r u c t i o n  and D ev e lo p m en t,  and now the  p r in c i p a l  e co n o m ic  

a d v i s e r  to  th e  A g re e m e n t ,  she  ju s t i f i e d  the  a b s e n c e  of a n a ly s i s  of the  

e x p o r t  m a r k e t  d e m a n d  e l a s t i c i t i e s  by a s s e r t i n g  th a t  the  d em a n d  

f o r  g r e e n  co ffee  e x p o r t s  m u s t  r e f l e c t  u l t im a te  r e t a i l  c o n s u m e r  

d e m a n d  f o r  r o a s te d  coffee . She t h e r e f o r e  f e l t  no s e p a r a t e  s tudy  

of co ffee  e x p o r t  d e m a n d  w as  n e c e s s a r y  o r  d e s i ra b le . '

As b a c k g ro u n d  to  the p r e s e n t  s tudy ,  a  b r i e f  s u m m a r y  of 

r e c e n t  c o n s u m e r  co ffee  d e m a n d  s tu d ie s  is  p r e s e n t e d  below . The 

s t a t i s t i c a l  m e th o d  u s e d  in th e  p r e s e n t  s tu d y  is  th e n  ou tl ined ; a 

s u m m a r y  of the  f in d in g s  on c o ffee  e x p o r t  p r i c e - e l a s t i c i t i e s  of 

d e m a n d  fo llow s.

R e c e n t  S tu d ie s  on C o n s u m e r  P r i c e - E l a s t i c i t y  of D em and

M o s t  r e c e n t  s tu d ie s  of r e t a i l  c o n s u m e r  d e m a n d  fo r  r o a s te d  

and  s o lu b le  co ffee  h a v e  g e n e r a te d  p r i e  e - e l a s t i c i t i e s  of s t a t i c  an n u a l  

d e m a n d  u s in g  lo g a r i th m ic  t r a n s f o r m a t i o n s  of a n n u a l  d a ta .  A ll  of

^ ^ P e r s o n a l  in t e rv ie w  w ith  M is s  G e r t r u d  L o v a sy ,  W ash in g to n
D. C. , J u ly  25, 1967.
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the  r e s e a r c h  r e v ie w e d  have  u t i l iz e d  m u l t ip le  l i n e a r  r e g r e s s i o n  

a n a ly s e s  of r e l a t io n s h ip s  e s ta b l i s h e d  by the s im p le  l e a s t  s q u a r e s  

m e thod .

In th e s e  s tu d ie s  the  p e r  c a p i ta  quan t ity  of co ffee  co n su m e d  

w a s  the d e p e n d e n t  v a r i a b le ;  a  m e a s u r e  of the  p r i c e  of r o a s te d  o r  

so lu b le  coffee  w as  th e  in d e p en d en t v a r ia b le .  The r e g r e s s i o n  

c o e f f ic ie n t  of th e  in d e p e n d e n t  v a r i a b le ,  " p r i c e ” , in the  lo g a r i th m ic  

t r a n s f o r m a t i o n  is  a l s o  the  m e a s u r e  of p r i c e - e l a s t i c i t y  of dem and . 

Som e s tu d ie s ,  a s  in d ic a te d ,  a l s o  inc luded  o th e r  in d e p en d en t  v a r i 

a b le s  in  the  a n a ly s i s  w h ic h  w e r e  thought to in f lu en ce  the  q u an t i ty  

of co ffee  c o n su m e d .

A ll the  s tu d ie s  on c o n s u m e r  dem an d  in d ic a te  a h igh ly  

i n e la s t i c  d e m a n d  f o r  r o a s t e d  co ffee .  Rex D aly  e s t im a te d  the  I 958 

p e r  c a p i t a  u s e  of co ffee  f o r  p e r s o n s  f i f te en  y e a r s  of age  o r  o ld e r  in

71
the  U n ited  S ta te s  to h a v e  a  p r i c e - e l a s t i c i t y  ra n g e  of -0 .  25 to  -0 .  30. 

D aly  r e g r e s s e d  p e r  c a p i t a  co ffee  c o n su m p tio n  on r e t a i l  coffee  p r i c e  

and  on p e r s o n a l  d i s p o s a b le  in c o m e .

A  m o r e  s o p h is t ic a te d  a p p ro a c h  to  co ffee  d e m a n d  a n a ly s i s  

w a s  p ro v id e d  by  M u h a m m a d  C haudhry  in a  1965 H a r v a r d  U n iv e r s i ty  

d i s s e r t a t i o n .  S ta t ic  lo g a r i th m ic  d em an d  fu n c tio n s  f o r  coffee  con 

s u m p tio n  w e r e  d e r iv e d ,  u s in g  p e r  c a p i ta  c o n su m p tio n  of co ffee  as

71
'  ̂R ex  F. D aly, "C o ffee  C onsu m p tio n  and Jr 'r ices in  the 

U nited  S ta t e s ” , A g r i c u l t u r a l  E c o n o m ic s  R e s e a r c h , Vol. X, No. 3 
( Ju ly ,  1958), p. 62.
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the d e p en d e n t  v a r ia b le .  P e r  c a p i ta  r e a l  c o n s u m p t io n  e x p e n d i tu re s  

and d e f la te d  r e t a i l  coffee  p r i c e s  w e r e  u sed  a s  the  in d e p en d en t v a r i 

a b le s .  C hau d h ry  in t ro d u c e d  t im e  la g s  into the  r e la t io n s h ip  b e tw e e n  

v a r i a b l e s  and e x p e r im e n te d  w ith  s e c o n d - o r d e r  t r a n s f o r m a t io n s  of 

co ffee  co n su m p tio n ,  co ffee  p r i c e s ,  and  d i s p o s a b le  in co m e . The

s h o r t  ru n  p r i c e - e l a s t i c i t y  of c o n s u m e r  co ffee  d e m a n d  f o r  the  U nited

72
S ta te s  w as  e s t im a te d  to  be  -0 .  23.

G e r t r u d  L o v asy  and G e o rg e  K aw ata , in  a  r e c e n t  unp u b lish ed

s tudy  f o r  the  In te rn a t io n a l  Coffee O rg a n iz a t io n ,  e x p e r im e n te d  w ith

a d ju s te d  p e r  c a p i ta  c o n su m p t io n  of co ffee  to  r e f l e c t  c h an g e s  in cup

y ie ld  p e r  bag  of g re e n  coffee , and u se d  a  v a r i e t y  of m e a s u r e s  f o r

co ffee  p r i c e  in co n ju n c tio n  w ith  r e s t r i c t e d  d e m a n d  d e f in i t io n s  (e. g. ,

d e f la te d  r e t a i l  co ffee  p r i c e ,  im p l i c i t  cup p r i c e ,  p r i c e  in e a t in g

p la c e s  and a t  w ork).  The p r i c e - e l a s t i c i t y  of c o n s u m e r  d e m a n d  fo r

the  v a r io u s  d e r iv e d  fu n c tio n s  v a r i e d  f r o m  - 0 .  14 to -0 .  27 fo r  the

73p e r io d  1953 to  1965 - - roug h ly  th e  s a m e  p e r io d  fo r  d a t a  o b s e r v a 

t io n s  u se d  in  the  p r e s e n t  s tudy  fo r  d e r iv in g  e x p o r t  d em a n d  p r i c e -  

e l a s t i c i t i e s .

72
M u h am m ad  I. C h au d h ry ,  D em an d  F u n c t i o n s - - S ta t i c  and 

D y n am ic  fo r  C offee, C ocoa, and T ea .  U n p u b lish ed  D o c to ra l  
D is s e r ta t i o n ,  (H a r v a r d  U n iv e r s i ty :  D e p a r tm e n t  of E c o n o m ic s ,  
1965), p. 97.

73
G e r t ru d  L o v a sy  and G e o rg e  K aw ata ,  " D e v e lo p m e n ts  in 

U. S. C offee C o n su m p tio n :  U. S. A n a ly s is  and F o r e c a s t " .
U np u b lish ed  s ta f f  p a p e r  f o r  the  I n te r n a t io n a l  C offee O rg a n iz a t io n  
(L ondon : In te rn a t io n a l  Coffee O rg a n iz a t io n ,  1967), A nnex II, pp. 1, 2.
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The r e s u l t s  of th e s e  s tu d ie s  of the  c o n s u m e r  co ffee  m a r k e t  

in d ic a te  th a t  the  s ta t i c  p r i c e -  e l a s t i c i ty  of d e m a n d  fo r  r o a s te d  and 

so lu b le  co ffee  w ith in  th e  r e le v a n t  p r i c e - r a n g e  is  abou t -0 .2 5 ,  a  v e r y  

low c o e f f ic ie n t  of p r i c e - e l a s t i c i t y  in a b s o lu te  t e r m s .

D e r iv a t io n  of the  Coffee E x p o r t  P r i c e - E l a s t i c i t i e s

The th e o ry  of d em an d  p la c e s  no fu n c t io n a l  c o n s t r a in t s  upon 

the  r e la t io n s h ip  b e tw e e n  the  v a r io u s  q u a n t i t i e s  of a  p ro d u c t  w h ich  a  

p o te n t ia l  p u r c h a s e r  is  w il l in g  to  buy  and the  m a x im u m  p r i c e  w h ich  

he  is  w il l in g  to p ay  f o r  e a c h  u n it  of th o s e  v a r io u s  q u a n t i t i e s  of the 

p ro d u c t ,  e x c e p t  to  a s s e r t  th a t  the  r a t i o n a l  p u r c h a s e r  w i l l  b e  w il l in g  

to  buy m o r e  of th e  g iven  p ro d u c t  a t  r e l a t iv e ly  low p r i c e s  th a n  he 

w ould  be  w il l in g  to  p u r c h a s e  a t r e l a t iv e ly  h ig h  p r i c e s .

The th e o ry  of d e m a n d  d o es  not and c an n o t  e s t a b l i s h  a s in g le  

d i r e c t io n  of c a u s a t io n  b e tw e e n  the  p r i c e  of a  p ro d u c t  and th e  q u an t i ty  

d e m a n d e d  of th a t  p r o d u c t  a t  the  given p r i c e . . When a  p o te n t ia l  p u r 

c h a s e r  and s e l l e r  of a  good a c t iv e ly  b a r g a i n  w ith  one a n o th e r  o v e r  

th e  t e r m s - o f - s a l e  of a  g iven  p ro d u c t ,  the  q u an t i ty  of th e  p ro d u c t  is ,  

in th a t  t r a n s a c t io n ,  a  g iv en  v a lu e  and b e c o m e s  the  in d e p en d en t  

v a r i a b le .  The t e r m s - o f - t r a d e  ( in  a  m o n ey  t r a n s a c t io n ,  the  p r i c e  

of the  p ro d u c t)  f o r  the  t r a n s a c t io n  is  d e p e n d e n t  upon the  a s s e s s m e n t  

of the  p r o d u c t ' s  r e l a t iv e  v a lu e  by the  p a r t i e s  to  the t r a d e .  P r i c e  is ,  

in th i s  c a s e ,  the  d e p e n d e n t  v a r ia b le .
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In an i m p e r s o n a l  m a r k e t ,  th e  p o te n t ia l  c o n s u m e r  m ay  find 

h im s e l f  u n ab le  to  a l t e r  the  t e r m s - o f - t r a d e .  P r i c e  m a y  be  f ix ed  fo r  

a  g iven  p ro d u c t .  The w ould-be  c o n s u m e r  h a s  the  ch o ice  of p u r c h a s 

ing th e  good o r  not; if he  d e c id e s  to  p u r c h a s e  the  p ro d u c t ,  the  

q u a n t i ty  of h is  p u r c h a s e s  m u s t  then  be d e t e r m in e d .  In th is  s i tu a 

tion , the  p r i c e  of the  g iven  p r o d u c t  is  c l e a r l y  the  in d e p en d en t 

v a r i a b le ,  and the  q u a n t i ty  p u r c h a s e d  is  th e  d e p e n d e n t  v a r ia b le .

In th e  in te r n a t io n a l  co f fe e  m a r k e t ,  b o th  m a n i f e s ta t io n s  of 

d e m a n d  a r e  p r e s e n t .  L a r g e  r o a s t e r s  m a y  n e g o t ia te  d i r e c t ly  w ith  

a g e n c ie s  in  the  c o f fe e -p ro d u c in g  c o u n t ry  to  o b ta in  g r e e n  co ffee ; o r  

the  m o r e  im p e r s o n a l  b r o k e r a g e  s y s t e m  in  the  New Y o rk  m a y  a t t r a c t  

m a n y  s m a l l  r o a s t e r s ,  e a c h  of w hom  a f fe c t s  co ffee  p r i c e  v e r y  l i t t l e .  

B e c a u s e  th e  N ew  Y o rk  m a r k e t ' s  p r i c e s  fo r  g r e e n  co ffee  a r e  u s e d  

a s  th e  b a s i s  of d e t e r m in in g  I n te r n a t io n a l  C offee  O rg a n iz a t io n  q u o ta  

p o l i c ie s ,  th i s  s tudy  w il l  a s s u m e  th a t  th e  q u a n t i ty  d em an d ed  of g r e e n  

co ffee  e x p o r t s  is  the  d e p e n d e n t  v a r i a b l e  and th a t  th e  e x p o r t  p r i c e  of 

the  g r e e n  coffee  i s  th e  in d e p e n d e n t  v a r i a b l e  w h ich  a f fe c ts  the  q u an 

t i ty  d e m a n d e d .  O th e r  v a r i a b l e s  w h ic h  m ig h t  a f fe c t  the  q u an t i ty  

d e m a n d e d  of g r e e n  co ffee  a r e  a l so  c o n s id e r e d  in  c o n ju n c tio n  w ith  

co ffee  e x p o r t  p r i c e s ;  U. S. p o p u la t io n ,  p r i v a t e  c o n su m p t io n  sp e n d 

ing on food, and p e r s o n a l  d i s p o s a b le  in c o m e  a r e  e x a m p le s  of su ch  

f a c t o r s .



1 U 't

The d em a n d  func tion  ( c o n s i s t i n g  of the  e x p l ic i t  r e l a t io n s h ip s  

b e tw e e n  the  q u a n t i ty  d e m a n d e d  and the  v a r io u s  in d e p e n d e n t  v a r i 

a b le s )  is  a s s u m e d  to  b e  s t a t i c  o v e r  the  p e r io d  c o n s id e r e d  in th is  

s tudy . T h is  p e r io d  in c lu d e s  the  d a t a  c o l le c t io n  s ta g e  f r o m  1953 

th ro u g h  1962, and the  d e m a n d  a n a ly s i s  and a p p l ic a t io n  p h a s e  f ro m  

1963 th ro u g h  1966. T h is  a s s u m p t io n  p e r m i t s  a l l  o b s e r v a t io n s  on 

the  t i m e - s e r i e s  d a t a  to  be c o n s id e r e d  s e q u e n t i a l  r e v e l a t i o n s  o f 'a n  

id e n t ic a l  func tion .  The v a l id i ty  of th is  a s s u m p t io n  c a n  be p a r t i a l l y  

t e s t e d  by th e  d e g r e e  of m u l t ip le  c o r r e l a t i o n  b e tw e e n  the  d e p en d e n t  

v a r i a b le  and th e  in d e p e n d e n t  v a r ia b le s ,  and the  r a t io  of e x p la in e d  to 

r e s i d u a l  v a r i a t i o n  in  th e  d e p e n d e n t  v a r i a b le .  The F - r a t i o  t e s t  is  

the m e a s u r e  u s e d  in  th i s  s tu d y  f o r  the  l a t t e r  s t a t i s t i c .

S ince  r e a l - w o r ld  o b s e r v a t io n s  c an n o t  be  ta k e n  on d e m a n d  

a lone ,  bu t on ly  on th e  r e v e a le d  i n t e r a c t io n  of d e m a n d  and  supp ly  in 

th e  m a r k e t ,  s e r i o u s  l im i t a t i o n s  on i n t e r p r e t a t i o n  of su c h  d a t a  ex is t .  

C hanges  in  p r i c e  w h ich  a r e  o b s e r v e d  m a y  be  due no t only  to  d em a n d  

r e s p o n s e s ,  b u t  a l s o  to su p p ly  c o n s id e r a t io n s .  In o th e r  w o rd s ,  the  

u s e  of p r i c e  a s  an  in d e p e n d e n t  v a r i a b l e  w i l l  a f fe c t  the  q u a n t i ty  

d e m a n d e d  and the  q u a n t i ty  su p p lie d  of g r e e n  coffee . The a c tu a l  

t im e -  s e r i e s  o b s e r v a t io n s  on co ffee  e x p o r t  p r i c e  and co ffee  e x p o r t s  

to  the  U nited  S ta te s ,  f o r  in s ta n c e ,  w ould c o n ta in  e l e m e n t s  of bo th  

supp ly  and d e m a n d  r e s p o n s e s  and cou ld  not, th e r e f o r e ,  be  u sed  

a lone  as  th e  b a s i s  f o r  d e r iv in g  d e m a n d  fu n c tio n s .
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The a s s u m p t io n  of a  p e r f e c t ly  p r i c e - in e l a s t i c  supp ly  of 

g r e e n  co ffee  e x p o r t s  to  the  U n ited  S ta te s  p e r m i t s  a l l  c h an g e s  in 

p r i c e  to be a t t r ib u te d  to  d e m a n d  c o n s id e r a t io n s  alone. U nder  th is  

a s s u m p t io n ,  t i m e - s e r i e s  d a t a  on p r i c e  and q u an t i ty  a c c u r a te ly  

d e p ic t  the  s ta t i c  d e m a n d  function . The a s s e r t i o n  of a  p e r f e c t ly  

p r i c e - i n e l a s t i c  supp ly  of g r e e n  co ffee  h as  b e e n  d e s c r ip t iv e ly  

s u p p o r te d  in  C h a p te r s  II and III. C h a p te r  V w il l  p ro v id e  e m p i r i c a l  

e v id e n c e  f o r  th a t  con ten tio n ,  a s  w ell .

The d u a l  a s s u m p t io n s  o f  a  s t a t i c  s h o r t - r u n  d em a n d  func tion  

and  of a  p e r f e c t l y  p r i c e - i n e l a s t i c  supp ly  of g r e e n  coffee  allow  a  

t im e  s e r i e s  d a t a  d i s p e r s i o n  to  v i s u a l ly  d e p ic t  a  r e la t io n s h ip  b e tw e e n  

c o ffee  e x p o r t  p r i c e  and e x p o r t  qu an ti ty .  H ow ever ,  the  m a th e m a t ic a l  

f o r m u la t io n  of su c h  a  func tion  r e q u i r e s  th e  s e le c t io n  of a  fu n c tio n a l  

m o d e  (e. g. , l i n e a r ,  l o g a r i th m ic ,  s e m i - lo g a r i t h m ic ,  e t c . ) .

L o g a r i th m ic  t r a n s f o r m a t i o n s  of the  d a ta  w e r e  u s e d  in th i s  

s tu d y  f o r  t h r e e  r e a s o n s .  F i r s t ,  l o g a r i th m ic  e x p o r t  d em an d  fu n c 

t io n s  w ould  p e r m i t  a  d i r e c t  c o m p a r i s o n  of e x p o r t  p r i c e  e l a s t i c i t i e s  

w ith  th e  r e t a i l  co ffee  p r i c e  e l a s t i c i t y  c o e f f ic ie n ts  w h ich  w e re  p r e 

se n te d .  Second, the  l o g a r i th m ic  f o r m  p r o d u c e s  a  un ique  c o e f f ic ie n t  

of p r i c e  e l a s t i c i t y  f o r  the  r e le v a n t  coffee  p r i c e  and q u an t i ty  ran g e .  

T h is  un ique  c o e f f ic ie n t  m a y  b e  c o n t r a s t e d  w ith  the  m u l t ip le  v a lu e s  

w h ich  a r e  a s s o c ia t e d  w ith  a  l i n e a r  function . T h ird ,  the  lo g a r i th m ic  

t r a n s f o r m a t i o n s  p ro v id e d  a  b e t t e r  f i t  f o r  the  d a ta  in m u l t ip le
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r e g r e s s i o n 'a n a l y s i s  than  did the l i n e a r  fo rm .  H ig h e r  p r o p o r t io n s  

of ex p la in ed  v a r i a t io n  in the  d e p e n d e n t  v a r i a b l e  and lo w e r  le v e l s  of 

s ig n if ic a n c e  f o r  the  F - r a t i o  t e s t  c h a r a c t e r i z e d  the  lo g a r i th m ic  

e q u a t io n s ,  in c o m p a r i s o n  w ith  the l i n e a r  eq u a t io n s  (C o m p a re  T ab le  

8 w ith  A ppendix , T ab le  19).

The p r o c e d u r e  s e l e c t e d  to  g e n e r a te  m a th e m a t i c a l  f o r m u la 

t io n s  of g r e e n  coffee  e x p o r t  d e m a n d  f ro m  th e  s e le c te d  t im e -  s e r i e s  

d a ta  w as  a  m u l t ip le  r e g r e s s i o n  p r o g r a m  u t i l iz in g  the  s im p le  le a s t -  

s q u a r e s  m e th o d  of r e g r e s s io n .  R e g r e s s io n  c o e f f ic ie n t s  w h ich  

e s t a b l i s h  a  fu n c t io n a l  r e la t io n s h ip  b e tw e e n  the  d e p e n d e n t  v a r i a b le  

and the  in d e p e n d e n t  v a r ia b le ( s )  a r e  g e n e r a te d  as  a  r e s u l t  of th i s  

a n a ly s i s  of v a r ia n c e .

The r e g r e s s i o n  p r o c e d u r e  s u b s u m e s  th e  s e r i a l  in d e p en d en ce  

of the  d i s tu r b a n c e  t e r m s - - a  h igh ly  u n r e a l i s t i c  a s s u m p t io n  to  m a k e  

about th e  t im e -  s e r i e s  d a ta  u s e d  f o r  th i s  s tudy . To u s e  a  te ch n iq u e ,  

h o w e v e r ,  w h ich  e x p l ic i t ly  t r e a t s  the  m a g n i tu d e  of the  d i s tu r b a n c e  

of one o b s e r v a t io n  as  b e ing  d e p e n d e n t  on the  m a g n i tu d e  of the 

d i s tu r b a n c e  t e r m  of a n o th e r  o b s e rv a t io n  is  q u i te  c o m p lic a te d .  The 

u s e  of a p r o c e d u r e  w h ich  a t te m p ts  to r e m o v e  the  in f lu en ce  of au to 

c o r r e l a t i o n  r e q u i r e s  a d d i t io n a l  a s s u m p t io n s  ab o u t the  e x a c t  n a tu r e  

of the  a u t o r e g r e s s i v e  s c h e m e .  T h is  s tu d y  d id  no t a t t e m p t  to  u s e  

t h e s e  m o r e  c o m p le x  a n a ly s e s .
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The m u lt ip le  r e g r e s s i o n  p r o g r a m  w as  p r o c e s s e d  by e l e c 

t ro n ic  d a ta  p r o c e s s in g  e q u ip m en t.  An o f f - th e - s h e l f  p r o g r a m  w as

74
u s e d - - " T h e  M ultip le  R e g r e s s io n  P a c k a g e  f o r  the  C a rd  1620",

N
The g e n e r a l  m o d e l u s e d  is  of th e  f o r m  Y = b + 2  b .X .,

o  i = l  1 1

w h e r e  Y is  the  d e p en d e n t  v a r i a b le ,  b^  is  the  c o n s ta n t  t e r m ,  

b. a r e  the r e g r e s s io n  c o e f f ic ie n t s  of the  r e s p e c t iv e  in d e p en d en t  

v a r i a b l e s ,  and the  X. d e f in e  the  in d e p e n d e n t  v a r i a b le s .  T h is  

p r o g r a m  a l lo w s  r e g r e s s i o n  of th e  d e p en d e n t  v a r i a b le  on up to  1 7 

in d e p en d en t  v a r i a b le s .

The ou tpu t f o r  e a c h  ( independen t)  v a r i a b le
c o n s i s t s  of the c o e f f ic ie n t  b .,  i t s  F  r a t io  (b?1 1 
d iv id ed  by th e  v a r i a n c e  of b^), and the m u l t ip le
c o r r e l a t i o n  of the  X, w i th  th e  o th e r  X 's .  A lso
inc luded  in the  ou tpu t a r e  th e  c o n s ta n t  t e r m  b^,
the  m u l t ip le  F - r a t i o  w ith  i t s  d e g r e e s  of f r e e d o m ,
and the  r e s id u a l  v a r i a n c e .  75

The inpu t f o r m a t  a l lo w ed  d a ta  f o r  the  d ep en d e n t  and in d e 

p e n d e n t  v a r i a b l e s  to  be  r e g r e s s e d  u s in g  the  raw  d a t a  o r  t r a n s f o r m a 

tio n s  of th e  raw  da ta .  A c c o rd in g ly ,  th e  o b s e rv a t io n s  f o r  the  

v a r i a b l e s  w e r e  p r o c e s s e d  b o th  a s  ra w  d a t a  and a s  lo g a r i th m ic  

t r a n s f o r m a t io n s .  The r e g r e s s i o n  c o e f f ic ie n t s  p r e s e n te d  in  the  

ta b le s  of th i s  c h a p te r  a r e  th e  r e s u l t s  of m a th e m a t ic a l  f o r m u la t io n s

74 Otto D y k s t r a ,  J r .  , " D e s c r i p t io n  of M u ltip le  R e g r e s s io n  
P a c k a g e  fo r  the  C a rd  1620" , (IB M  1620 G e n e ra l  P r o g r a m  L i b r a r y ,  
No. 6. 0. 043).

75
I b i d . , p. 1.



b a s e d  on th e  lo g a r i th m ic  d a t a  t r a n s f o r m a t i o n s .  R e s u l t s  of the  

l i n e a r  a n a ly s i s  a r e  p r e s e n t e d  in the  A ppendix , T ab le  18.

The R e s u l t s  of th e  P r i c e - E l a s t i c i t y  Study

M e a s u r e m e n t  of y e a r - t o - y e a r  d e m a n d  r e s p o n s iv e n e s s  fo r  

g r e e n  co ffee  e x p o r t s  is  one of the  m a jo r  p u r p o s e s  of th is  th e s i s .

A s u m m a r y  of the  p r i e  e - e l a s t i c i t i e s  of g r e e n  c o ffee  e x p o r t  d em a n d  

w h ic h  w e r e  d e r iv e d  f r o m  lo g a r i th m ic  d a t a  t r a n s f o r m a t i o n s  is  

p r e s e n t e d  in  T ab le  8. The m u l t ip le  c o r r e l a t i o n  of the  d e p e n d e n t  

v a r i a b l e  (q u a n t i ty  of g r e e n  co ffee  e x p o r t s  d em an d ed )  w i th  the  in d e 

p e n d e n t  v a r i a b le ( s ) ,  su c h  as  th e  a v e r a g e  a n n u a l  g r e e n  co ffee  e x p o r t  

p r i c e ,  in d ic a te s  thé  p r o p o r t i o n  of to t a l  v a r i a t i o n  in g r e e n  coffee  

e x p o r t s  to the  U nited  S ta te s  w h ic h  ca n  be im p u te d  to  v a r i a t i o n s  in 

th e  in d e p e n d e n t  v a r i a b le ( s ) .  The m u l t ip le  F - r a t i o  f o r  e a c h  p r i c e -  

e l a s t i c i t y  c o e f f ic ie n t  r e p r e s e n t s  the  s ig n i f ic a n c e  t e s t  ap p l ied  to  the  

e n t i r e  d e m a n d  r e g r e s s i o n  equa t ion .  In g e n e r a l ,  th e  l a r g e r  the  v a lu e  

of th e  F - r a t i o ,  the  s m a l l e r  th e  l ik e lih o o d  th a t  th e  d e r iv e d  r e g r e s s i o n  

eq u a t io n  c o n ta in s  s p u r io u s  r e l a t io n s h ip s .  T he  s a m p le  s i z e  f o r  a l l  

r e g r e s s i o n  a n a ly s e s  w a s  10.

T he  a b s o lu te  p r i c e - e l a s t i c i t y  of U n ited  S ta te s  d e m a n d  fo r  

g r e e n  co ffee  e x p o r t s  w a s  g r e a t e r  th a n  un ity  f o r  to t a l  co ffee  e x p o r t s ,  

r e g a r d l e s s  of type  o r  c o u n t ry  of o r ig in .  The p r i c e - e l a s t i c i t i e s  of 

d e m a n d  f o r  co ffee  of th e  e ig h t  s e l e c te d  p r o d u c e r s  ra n g e d  f r o m  -0 .71



T A B L E  8

P R IC E -E L A S T IC IT Y  O F  A N N U A L U N IT E D  S T A T E S  D EM A N D  F O R  G R E E N  C O F F E E  E X P O R T S ,  
BY S E L E C T E D  P R O D U C IN G  C O U N T R IE S, BA SED  ON L O G A R IT H M IC  T R /iN S F O R M A T IO N

O F  1 9 5 3 -1 9 6 2  DATA&

C o u n t ry
P r i c e - E l a s t i c i t y  

o f  E x p o r t  D e m a n d
M u l t ip le

R^
M u l t ip le
F -R a tio ^

T o ta l  E x p o r t s - 1 .  34 0. 83 38. 3

B r a z i l - 4 .  94 0. 87 22. 9

C o lo m b ia - 1 .  76 0. 91 35. 8

C o s t a  R ic a - 1 .  72 0. 97 302, 3

E l  S a lv a d o r - 3 .  75 0, 98 65. 7

G u a t e m a l a - 0 .  96 0. 74 23. 0

E t h io p ia - 3 .  70 0 . 9 2 38. 5

E a s t  A f r i c a - 0 .  71 0 .9 8 6 6 0 , 8

W e s t e r n  A f r i c a - 2 .  41 0 .9 9 535. 4

 ̂A l l  F - r a t i o  v a l u e s  in  th e  t a b l e  in d i c a t e  t h a t  th e  F - r a t i o  t e s t  h y p o th e s i s  (no  s i g n i f i c a n t  
d i f f e r e n c e  b e tw e e n  e x p la in e d  and  r e s i d u a l  v a r i a n c e )  i s  r e j e c t e d  a t  th e  .0. 01 le v e l .  S a m p le  s i z e  
i s  10.

^ S o u r c e :  C a l c u la t e d  f r o m  a n n u a l  d a t a  r e p o r t e d  by  th e  U. S. D e p a r t m e n t  of C o m m e r c e  and 
P a n  A m e r i c a n  C o ffee  B u r e a u ,  u s in g  an  E D P - p r o c e s s e d  m u l t i p l e  r e g r e s s i o n  p r o g r a m .

o
vO
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to  -4 ,  94. Six of the  e ig h t  s e le c te d  p r o d u c e r s '  g r e e n  co ffee  e x p o r ts  

fa c e d  U n ited  S ta te s  a b s o lu te  p r i c e - e l a s t i c i t i e s  of dem and  in e x c e s s  

of unity . Two c o u n t r i e s - - G u a t e m a l a  and E a s t  A f r i c a - - h a d  a b so lu te  

p r i c e - e l a s t i c i t i e s  of d e m a n d  f o r  t h e i r  coffee  so m e w h a t  l e s s  than  

un ity .  A ll p r i c e - e l a s t i c i t i e s  w e r e  s ig n if ic a n t  (i. e. , the F - r a t i o  

t e s t  f o r  the  r e l e v a n t  eq u a t io n  w as  s ig n i f ic a n t  a t  the  0. 01 level) .

T he  p r o p o r t i o n  of e x p la in e d  v a r i a t io n  in  g r e e n  co ffee  e x p o r ts  

to  th e  U n ited  S ta te s  e x c e e d e d  0. 90 f o r  s ix  of the  e ig h t co ffee  p ro d u c 

ing c o u n t r i e s  w h ich  w e r e  s tu d ied .  T a b le  9 p r e s e n t s  the  r e g r e s s io n  

c o e f f i c ie n t s  f o r  th e  d e r iv e d  d e m a n d  equa tion ,  u s in g  lo g a r i th m ic  

t r a n s f o r m a t i o n s  of the a n n u a l  inpu t d a t a  fo r  th e  y e a r s  1953 th ro u g h  

1962, The d e p e n d e n t  v a r i a b l e - - t h e  q u an t i ty  of ann u a l g r e e n  coffee  

e x p o r t s  to  the  U n ited  S t a t e s - - w a s  s im u l ta n e o u s ly  r e g r e s s e d  on 

a v e r a g e  a n n u a l  g r e e n  co ffee  e x p o r t  p r i c e ,  U n ited  S ta te s  popu la t ion ,  

c o n s u m p t io n  s p en d in g  on food, the  g e n e r a l  le v e l  of g r e e n  coffee

76
e x p o r t  p r i c e s  in  th e  U nited  S ta te s ,  and p e r s o n a l  d i s p o s a b le  incom e.

F o r  a l l  e ig h t  c o u n t r i e s  s tu d ie d ,  the a v e r a g e  ann u a l  e x p o r t  

p r i c e  f o r  g r e e n  co ffee  to  the  U nited  S ta te s  w a s  found to  be  an 

e x p la n a to r y  v a r i a b l e  w h ic h  in f lu e n c e d  U nited  S ta te s  p u r c h a s e s  of th a t  

c o u n t r y ' s  coffee . F o r  e x p o r t s  f r o m  C o s ta  R ica ,  G u a te m a la  and E a s t

^ ^ A  c o m p le te  d e f in i t io n  of a l l  v a r i a b l e s ,  and  s o u r c e s  of d a ta  
f o r  o b s e r v a t i o n s  on the  v a r i a b l e s  is  p ro v id e d  in the legend  of T ab le  9.



T A B L E  9

REGRESSION COEFFICIENTS OF ANNUAL UNITED STATES DEMAND FOR GREEN COFFEE 
EXPORTS OF SELECTED PRODUCING COUNTRIES, BY COUNTRY, BASED ON 

LOGARITHMIC TRANSFORMATION OF 1953-1962 DATÂ

(Y = b© + 2  
1=1

Coimtiy ‘’0 "2 '*3

Total exports 6.2146 -1.B425

Branl 9.2669 -4.9437 1.0956
Colombia 8.7800 -1.7591 -1.3687
Costa Rica 5.4051 -1. 7194
El Salvador 5.8826 -3.7531 -4.6291 1.3374 3.7012

Guatemala 4.4766 - .9610

Ethiopia 6,7529 -3.6967 1.2397
East Africa^ 3.8041 - .7123

Western Africa^ -.9949 -2.4081 1.2793 2.2238

^The bj are regression coefficients for &e respective Independent variables; the definitions of variables for the regression equation des
cribing United States demand for green coffee exports are as follows:

Y Volume of United States purchases of green coffee from Indicated country of export. In thousands of 60 1^. 
bags, annually on calendar year basis.
Sotnce of data: Food Industries Division, Business and Defense Services Administration, U. S. Department 
of Commerce. (From customs declaration doctunents).



T A B L E  9  ( C o n t i n u e d )

Constant term in regression equation.

Average annual price in U. S. current dollars per 60 bag for total annual volume of exports of green coffee from 
indicated country of export to the United States; calculated by dividing total declared value of annual coffee exports 
to the United States by the number of bags exported.
Source of data: Food Industries Division, Business and Defense Services Administration, U. S. Department of 
Commerce.

Xg Non-institutional U. S. population, fourteen years of age and older, thousands of persons. Data for 1960 and
later years includes the states of Hawaii and Alaska. Population of persons thirteen years of age and younger was 
excluded from the analysis on the assumption that this group contributes little to effective consumption demand for 
coffee.
Source of data: Bureau of Labor Statistics, U. S. Department of Labor.

Xg Annual personal consumption expenditures on food, excluding alcoholic beverages, billions of U. S. current dollars.
Source of data: Offrce of Business Economics, U. S. Department of Commerce.

X  ̂ Average annual price of green coffee exported to the United States from all producing countries, U. S. current
cents per pound.
Source of data: Department of Research, Pan-American Coffee Bureau, from data collected by the U. S. De
partment of Commerce.

Xg Disposable personal income, national income account, billions of U. S. current dollars.
Soitfce of data: Office of Business Economics, U. S. Department of Commerce.

^East Africa comprises the countries of Uganda, Kenya, and Tanzania.

^Vfestem Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, 
Upper Volta, Mauritania, and Niger (1960 through 1962).

Ŝource: Regression coefficients calculated from annual data of sources listed in footnote 1 (above), using an FDP-processed 
multiple regression program. Sample size is 10.

to
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A fr ic a ,  as  w e l l  a s  f o r  t o t a l  e x p o r t  s a l e s  to the  U n ited  S ta te s ,  the  

co ffee  e x p o r t  p r i c e  w a s  th e  only in d e p en d en t  v a r i a b le  w h ich  h ad  

any  in f lu en ce  on g r e e n  co ffee  e x p o r t s .

F o u r  c o u n t r i e s  h a d  c o e f f ic ie n t s  of p r i c e  c r o s s - e l a s t i c i t y  of 

d e m a n d  v is -a -v is  a l l  o th e r  c o ffee  p r i c e s  of g r e a t e r  th a n  unity.

T h e s e  c o u n t r i e s  w e r e  B r a z i l ,  E l  S a lv a d o r ,  E th io p ia ,  and  W e s te rn  

A fr ic a .  The c r o s s - e l a s t i c i t y  c o e f f i c ie n t s  r a n g e d  in  v a lu e  f ro m  1 .1 0  

to  1. 34. None of th e  o th e r  c o u n t r i e s  w h ich  w e r e  s tu d ie d  d e m o n 

s t r a t e d  any s ig n i f ic a n t  p r i c e  c r o s s - e l a s t i c i t i e s  w ith  o th e r  coffee  

v a r i e t i e s .

E a c h  o f the  t h r e e  m a j o r  c o ffee  v a r i e t i e s - - u n w a s h e d  a r a b i c a ,  

m i ld  a r a b i c a ,  and r o b u s t a - - a r e  r e p r e s e n t e d  in the  e x p o r t s  of the  

fo u r  c o u n t r i e s  w ith  d e m o n s t r a t e d  p r i c e  c r o s s - e l a s t i c i t i e s  of d em an d .  

I t is  l ik e ly  th a t  s t r o n g  c r o s s - e l a s t i c i t i e s  of d e m a n d  e x i s t  f o r  the  

c o ffee  e x p o r t s  of a l l  p ro d u c in g  c o u n t r i e s ,  in  v iew  of th e  c o n s i d e r 

a b le  s u b s t i tu t a b i l i ty  a t  th e  w h o le s a le  le v e l  am ong  a l l  co ffee  v a r i e t i e s  

and ty p e s .

The s t a t i s t i c a l  r e q u i r e m e n t  of a  h ig h  r a t io  of e x p la in e d  to  

r e s id u a l  v a r i a t i o n  in  the  d e p e n d e n t  v a r i a b le  c an n o t b e  fu l f i l le d  in  a  

m u l t ip le  r e g r e s s i o n  s c h e m e  w h ic h  in c lu d e s  in te r d e p e n d e n t  v a r i a b l e s  

a s  m any  d i f f e r e n t  in d e p e n d e n t  v a r i a b l e s .  The in c lu s io n  of s e p a r a t e  

co ffee  e x p o r t  p r i c e  s e r i e s  f o r  e a c h  co ffee  type  te n d e d  to  p ro d u c e  

r e g r e s s i o n  e q u a t io n s  w i th  u n a c c e p ta b ly  h ig h  r e s i d u a l  v a r i a n c e s .
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When g e n e r a l  coffee  p r i c e s  cou ld  be  inc luded  in a  s t a t i s t i c 

a l ly  s ig n i f ic a n t  r e g r e s s i o n  e q u a t io n  (a s  w as  the  c a s e  f o r  th e  fo u r  

c o u n t r i e s '  e x p o r t  d e m a n d  e q u a t io n s  m e n t io n e d  above), the  co e ff i

c ien t of p r i c e -  e l a s t i c i t y  a l s o  te n d ed  to  be  h igh. The ra n g e  of 

a b s o lu te  v a lu e s  f o r  the  p r i c e  e l a s t i c i t y  c o e f f ic ie n t s  of th e  c o u n t r i e s  

w h ic h  a l s o  d e m o n s t r a t e d  s t a t i s t i c a l l y  s ig n i f ic a n t  p r i c e  c r o s s 

e l a s t i c i t i e s  w a s  2. 41 to  4. 94. T h e r e  is ,  t h e r e f o r e ,  s t a t i s t i c a l  

e v id e n c e  to  s u p p o r t  the  c o n ten t io n  th a t  s ig n i f i c a n t  c r o s s - e l a s t i c i t i e s  

of d e m a n d  fo r  co ffee  v a r i e t i e s  a r e  a c c o m p a n ie d  by  h ig h  p r i c e  

e l a s t i c i t y  c o e f f ic ie n t s .  One m a y  a s s u m e  th a t ,  if  e x p l ic i t  s im u l 

ta n e o u s  t r e a t m e n t  of m a n y  in d iv id u a l  co ffee  v a r i e t i e s  and  g r e e n  

p r i c e s  w e r e  s t a t i s t i c a l l y  f e a s ib le ,  the  e f f e c t  on the  d e r iv e d  p r i c e -  

e l a s t i c i t i e s  of d em a n d  w ould  be  to  i n c r e a s e  t h e i r  a b s o lu te  v a lu e s .

In g e n e ra l ,  the  a b so lu te  p r i c e -  e l a s t i c i t y  of d e m a n d  fo r  

u n w a sh e d  a r a b i c a s  (g ro w n  in  B r a z i l  and  E th iop ia )  is  the  h ig h e s t  of 

th e  t h r e e  m a j o r  v a r i e t i e s .  The a b s o lu te  p r i c e - e l a s t i c i t y  of d e m a n d  

f o r  r o b u s t a  g r e e n  co ffee  i s  s o m e w h a t  lo w e r  th a n  f o r  unw ashed  

a r a b i c a s .  The r o b u s ta  v a r i e t i e s  a r e  g ro w n  in E a s t  and W e s te rn  

A f r ic a ,  The lo w e s t  a b so lu te  p r i c e  e l a s t i c i t y  of the  t h r e e  v a r i e t i e s  

is  d e m o n s t r a t e d  by  the  m i ld  a r a b i c a  t y p e - - g r o w n  in C o lom bia ,
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77
C o s ta  R ica ,  E l  S a lv a d o r ,  and G u a te m a la .

T h is  s tu d y  of th e  U n ited  S ta te s  d e m a n d  f o r  g r e e n  co ffee  

e x p o r t s  in d ic a te s  th a t  (1) the  a n n u a l  U n ited  S ta te s  d e m a n d  f o r  g r e e n  

co ffee  e x p o r t s  is  p r i c e - e l a s t i c  f o r  to t a l  coffee  e x p o r t s  ta k e n  to g e th e r .  

The e l a s t i c i t y  c o e f f ic ie n t  i s  -1 .  34: (2) th e  p r i c e  e l a s t i c i t y  of U nited  

S ta te s  d e m a n d  f o r  co ffee  e x p o r t s  f r o m  s e le c te d  p ro d u c in g  c o u n t r i e s  

d e m o n s t r a t e d  a  c o n s id e r a b l e  r a n g e  of v a lu e s  (-0 .71  to  -4 .9 4 ) ,  ^

The im p l ic a t io n  of th i s  s tu d y  f o r  s h o r t - t e r m  co ffee  e x p o r t  

m a in te n a n c e  s c h e m e s - - s u c h  a s  the  1962 I n te r n a t io n a l  Coffee 

A g r e e m e n t - - i s  c o n s id e r a b le .  The a s s e r t i o n  of id e n t i c a l  o r  s i m i l a r  

p r i c e  e l a s t i c i t i e s  of d e m a n d  f o r  b o th  r e t a i l  c o n s u m e r  d e m a n d  and 

g r e e n  co ffee  e x p o r t  d e m a n d  c a n n o t  be  su p p o r te d  by  the  study.

P o l ic y  d e c i s io n s  f o r  th e  e x p o r t  m a r k e t  w h ic h  a r e  b a s e d  on the  

a s s u m p t io n  of c o n s u m e r  m a r k e t  e l a s t i c i t i e s  of d e m a n d  fo r  r o a s te d  

o r  s o lu b le  co ffee  w i l l  p r o b a b ly  b e  f r u s t r a t e d  by the  a c tu a l  r e s p o n s e s  

in  the  g r e e n  co ffee  e x p o r t  m a rk e t .

77 Two i s s u e s  c lo u d  t h i s  g e n e ra l iz a t io n ;  (1) E l  S a lv a d o r  
e x p o r t s  d e m o n s t r a t e  a  h ig h e r  a b s o lu te  p r i c e  e l a s t i c i t y  c o e f f ic ie n t  
( -3 .  8) th a n  th e  o t h e r  m i ld  co ffee  p r o d u c e r s .  T h is  d e m a n d  e l a s t i 
c i ty  is  p ro b a b ly  d u e  to  th e  c r o s s - e l a s t i c i t y  in f lu en ce  in  the  equa t ion ; 
(2) E a s t  A f r i c a  e x p o r t s  in d ic a te d  a  r a t h e r  low p r i c e - e l a s t i c i t y  of 
d e m a n d  ( -0 .  7), p o s s i b ly  b e c a u s e  of the  m ix e d  n a t u r e  of p ro d u c t io n  
in  the  r e g io n  (i. e . , r o b u s t a  ou tpu t in  U ganda, and  a r a b i c a  p ro d u c 
t io n  in K en y a  and  T a n z a n ia ) .



116

F o r  e x a m p le ,  if  r e t a i l  p r i c e  e l a s t i c i t i e s  (about -0 .  30) had 

p r e v a i l e d  in  the  e x p o r t  m a r k e t ,  the  d e c l in e  in  a n n u a l  g r e e n  co ffee  

r e v e n u e  f r o m  s a l e s  to  the  U nited  S ta te s  would h ave  b e e n  about 

$686 m i l l io n ,  in s te a d  of th e  $494 m i l l io n  d ro p  w h ich  w as  a c tu a l ly
78e x p e r ie n c e d  w ith  th e  e l a s t i c  U n ited  S ta te s  d e m a n d  fo r  g r e e n  coffee . 

F u r t h e r m o r e ,  e f f o r t s  by th e  In te rn a t io n a l  C offee O rg a n iz a t io n  to  

r a i s e  p r i c e s  th ro u g h  r e s t r i c t i v e  e x p o r t  q u o ta  a l lo tm e n ts  would tend  

to  c r e a t e  m o v e m e n ts  in  e x p o r t  re v e n u e  e x a c t ly  o p p o s i te  to  th o se  

e x p e c te d  in  the  r e t a i l  m a rk e t .

If, f o r  e x a m p le ,  in  1963 the  I n te r n a t io n a l  C offee  C ounc i l  

had  s e t  w o r ld  e x p o r t  q u o ta s  to  i n c r e a s e  o v e r a l l  U nited  S ta te s  co ffee  

e x p o r t  p r i c e s  to  $60, 00 p e r  60 Kg. bag  f r o m  the  $40. 27 bag  p r i c e  

in  1962, one w ould  have  e x p e c te d  the  i n e la s t i c i ty  of d e m a n d  (as 

i n f e r r e d  f r o m  th e  r e t a i l  coffee  m a r k e t )  to  i n c r e a s e  r e v e n u e  by 

abou t $268 m i l l io n .  H o w e v e r ,  th i s  i n c r e a s e  in  co ffee  p r i c e s  in  the  

e x p o r t  m a r k e t  w ould , a c c o rd in g  to  e x p o r t  m a r k e t  d e m a n d  e l a s t i c i 

t i e s ,  c a u s e  a f a l l  in  re v e n u e  of abou t $483 m i l l io n .  T he  f a i l u r e  to

^®The po in t e l a s t i c i ty  m e th o d  f o r  c a lc u la t in g  d e m a n d  e l a s t i 
c i ty  d o es  not a lw ay s  g u a ra n te e  th a t  fa l l in g  p r i c e s  and  fa l l in g  re v e n u e  
w il l  y ie ld  a n  a b s o lu te  e l a s t i c i t y  c o e f f ic ie n t  of l e s s  th a n  un ity .  The 
U n ited  S ta te s  d e m a n d  f o r  g r e e n  co ffee  h a s  a  c o e f f ic ie n t  of p r i c e  
e l a s t i c i t y  (-1. 34) w h ich  a p p e a r s  to  p la c e  th e  d e m a n d  fu n c tio n  in  the  
e l a s t i c  c a te g o ry ;  h o w e v e r ,  th e  po in t  e l a s t i c i t y  c o e f f ic ie n t  m u s t  
e q u a l  o r  e x c e e d  a p p ro x im a te ly  -1. 67 in  a b s o lu te  v a lu e  in  o r d e r  to  
y ie ld  a  t r u e  e l a s t i c  d e m an d .
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id e n t ify  e x p l ic i t  p r i c e  e l a s t i c i t i e s  f o r  the  g r e e n  co ffee  e x p o r t  

m a r k e t  could  be  the  f a ta l  f law  in th e  o p e ra t io n  of the 1962 I n t e r 

n a t io n a l  Coffee A g re e m e n t .



C H A P T E R  V

E S T IM A T E S  O F  CHANGES IN G R E E N  C O F F E E  

R E V E N U E  A T T R IB U T A B L E  TO  T H E  

1962 A G R E E M E N T

The p r i c e - e l a s t i c i t i e s  of d e m a n d  fo r  g r e e n  co ffee  e x p o r t s  

to the  U n ited  S ta te s  and th e  c o r r e s p o n d in g  d e m a n d  eq u a t io n s  

a c q u i r e  o p e r a t io n a l  m e a n in g  f o r  co ffee  r e v e n u e  only a s  a  g iven  

q u a n t i ty  of g r e e n  coffee  e x p o r t s  f r o m  a  s e le c te d  p r o d u c e r  c o u n t ry  

to  the  U n ited  S ta te s  is  c o n s id e r e d .  T he  w i l l in g n e s s  of p r o d u c e r s  

to  o f fe r  g r e e n  co ffee  f o r  s a l e  in  th e  U n ited  S ta te s  m a r k e t  d e t e r 

m in e s  ( in  c o n ju n c t io n  w ith  U, S. i m p o r t e r s '  dem and) th e  a c tu a l  

q u a n t i ty  e x p o r te d  to  the  U n ite d  S ta te s  in a  g iv en  y e a r .  A  need  

e x i s t s  to  e s t i m a t e  th e  n a t u r e  of g r e e n  co ffee  su p p ly  to  the U n ited  

S ta te s ,  in  o r d e r  to  d e t e r m i n e  th e  r e v e n u e  g e n e r a te d  by such  

e x p o r t s .

A  su p p ly  fu n c tio n  r e la t in g  g r e e n  co ffee  p ro d u c t io n  in  a  g iven  

y e a r  to  g r e e n  co ffee  e x p o r t s  to  the  U nited  S ta te s  in  th a t  y e a r  

in v o lv e s  tw o  s e p a r a b l e  p a r t s .  One s u b - fu n c t io n  in f lu en c in g  g r e e n  co ffee  

e x p o r t s  to  the  U nited  S ta te s  is  th e  r e l a t io n s h ip  e x is t in g  b e tw e e n  a

118



119

g iven  c o u n t r y 's  g r e e n  co ffee  p ro d u c t io n  of e x p o r ta b le  q u a l i ty  and 

i t s  a c tu a l  to t a l  g r e e n  co ffee  e x p o r ts  to  a l l  c o u n t r i e s ;  th e  o th e r  sub 

fu n c tio n  in d ic a te s  the  U nited  S ta te s  s h a r e  of th a t  p ro d u c in g  coun

t r y ' s  to t a l  g r e e n  co ffee  o f fe r in g s  in  th e  in t e r n a t io n a l  m a rk e t .

B oth  s u b s i d i a r y  r e l a t io n s h ip s  w e r e  e s t a b l i s h e d  in d e p e n d e n t ly  in 

th i s  s tudy , and then  m e r g e d  to  p ro v id e  a tw o - s ta g e  fu n c t io n  f o r  th e  

o f f e r  of g r e e n  co ffee  e x p o r t s  to the  U n ited  S ta te s .

The d e r iv a t io n  of r e l a t io n s h ip s  b e tw e e n  e x p o r ta b le  co ffee  

p ro d u c t io n  and a  c o u n t r y ' s  g r e e n  co ffee  e x p o r t s  is  p r e s e n t e d  in 

th i s  c h a p te r .  The s t a t i s t i c a l  r e la t io n s h ip  b e tw e e n  a  c o u n t r y ' s  to ta l  

e x p o r t s  and i t s  e x p o r t s  s o le ly  to  the  U n ited  S ta te s  is  a l s o  e x am in ed .  

The p r o c e d u r e  w h ich  w as  u s e d  to  g e n e r a te  the  h y p o th e t ic a l  r e v e n u e  

e s t i m a t e s  fo r  1 9 6 3 -1 9 6 6  s a l e s  to th e  U nited  S ta te s  i s  p r e s e n te d .

The e f fe c t  of the  1962 In te r n a t io n a l  C offee  A g r e e m e n t  on th e  le v e ls  

o f  r e v e n u e  and p r i c e  and re v e n u e  f lu c tu a t io n s  f o r  the  s e le c te d  

p ro d u c in g  c o u n t r i e s  concludes th i s  p a r t  of th e  s tudy .

D e r iv a t io n  of th e  S h o r t - ru n  G re e n  C offee Supply f o r  

th e  U. S. M a rk e t

E x p o r ta b le  co ffee  p ro d u c t io n ,  a s  r e p o r te d  in th e  f in a l  

e s t i m a t e s  of p ro d u c t io n  b y  th e  U nited  S ta te s  D e p a r tm e n t  of 

A g r ic u l tu r e ,  is  th e  e x o g en o u s  v a r i a b l e  in  the  tw o -s ta g e  co ffee  

supp ly  function . In the  f i r s t  s ta g e ,  to ta l  a n n u a l  g r e e n  co ffee
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e x p o r t s  f r o m  e a c h  of th e  s e le c te d  p ro d u c in g  c o u n t r i e s  w as

r e g r e s s e d  on a n n u a l  e x p o r ta b le  g r e e n  co ffee  p ro d u c t io n  to  e s t a b l i s h

a l e a s t - s q u a r e s  e s t i m a t e  of th e  m a th e m a t i c a l  r e la t io n s h ip  b e tw e e n

79
c o ffee  p ro d u c t io n  and  to t a l  co f fe e  e x p o r t s .  In th e  a b s e n c e  of an

a p r i o r i  f o r m u la t io n  of th e  e x a c t  c h a r a c t e r  of s h o r t - r u n  supply ,

b o th  l i n e a r  and lo g a r i th m ic  t r a n s f o r m a t i o n s  of the  c y c l ic a l ly  

80
a d ju s te d  d a t a  w e r e  a n a ly z e d .  The r e s u l t in g  r e g r e s s i o n  eq u a t io n  

d e m o n s t r a t i n g  the  h ig h e s t  d e g r e e  of e x p la in e d  v a r i a t i o n  ( in  l i n e a r  

o r  in  lo g a r i th m ic  f o rm s )  and the  lo w e s t  le v e l  o f  F - r a t i o  s ig n i f i 

c a n c e  w a s  ad o p ted  a s  the  a p p r o p r i a t e  f o r m u la t io n  of the  e x p o r t s /  

p r o d u c t io n  r e la t io n s h ip .  The m u l t ip le  r e g r e s s i o n  a n a ly s i s  d e s 

c r i b e d  in C h a p te r  IV  w as  u s e d  to  g e n e r a t e  r e g r e s s i o n  c o e f f ic ie n t s ,  

and  t h e i r  c o r r e s p o n d in g  m u l t ip le  and F - r a t i o  t e s t s ,

A  d u m m y  v a r i a b l e ,  in t ro d u c e d  to  r e f l e c t  th e  s e c u l a r  sh if t  

o f  in d e p e n d e n t  v a r i a b l e s  o th e r  than  e x p o r ta b le  co ffee  p ro d u c t io n ,  

w a s  u s e d  to  t e s t  th e  in f lu e n c e  of u n id e n tif ie d  e n v i ro n m e n ta l  f a c t o r s  

w h ic h  m ig h t  s h i f t  th e  co ffee  su p p ly  fu n c t io n  th ro u g h  t im e .  T h is

79
See  T a b le  10, F o o tn o te  1,

80
D a ta  v a r i a t i o n s  d u e  to the  a p p r o x im a te ly  tw o -y e a r  co ffee  

t r e e  b e a r i n g  c y c le  w e r e  re m o v e d  p r i o r  to  th e  a p p l ic a t io n  o f  m u l t ip le  
r e g r e s s i o n  a n a ly s i s  by u s in g  t h r e e - y e a r  c e n te r -w e ig h te d  m o v in g  
a v e r a g e s  in s te a d  of th e  ra w  d a t a  f o r  e x p o r ta b le  p r o d u c t io n  and to ta l  
c o f fe e  e x p o r t s .



d u m m y  v a r ia b le  a c q u i re d  s ig n if ic a n c e  only in  the  c a s e  of B ra z i l ,

The n eg a t iv e  c o e f f ic ie n t  of the  v a r i a b le  m ay  in d ic a te  the  in c r e a s in g  

s t r in g e n c y  of the  B ra z i l ia n  co ffee  re te n t io n  p r o g r a m  th ro u g h  the 

d a t a  c o l le c t io n  p e r io d  (1952-1963) fo r  co ffee  p ro d u c t io n  and to ta l  

e x p o r ts .

T ab le  10 s u m m a r i z e s  the  r e s u l t s  of th e  r e g r e s s i o n  a n a ly s i s  

of e x p o r ta b le  g r e e n  co ffee  p ro d u c t io n  and to t a l  g r e e n  coffee  e x p o r ts  

f ro m  the  s e le c te d  p ro d u c in g  c o u n t r i e s .  The l i n e a r  fo r m a t  p ro d u c e d  

r e g r e s s i o n  c o e f f ic ie n ts  a s s o c ia t e d  w ith  a  h ig h e r  m u l t ip le  and

lo w e r  F - r a t i o  s ig n i f ic a n c e  le v e l  than  fo r  the  c o r r e s p o n d in g  lo g a r i th 

m ic  t r a n s f o r m a t io n  in a l l  c o u n t r i e s ,  e x c e p t  B r a z i l  and Iv o ry  C o as t .  

L o g a r i th m ic  d a t a  w as  m o r e  s t a t i s t i c a l l y  s ig n i f i c a n t  in  t e r m s  of 

m u l t ip le  and F  in  t h e s e  l a t t e r  c a s e s .  In t h r e e  of th e  e ig h t  

s e le c te d  c o u n t r i e s ,  e x p o r ta b le  co ffee  p r o d u c t io n  in  a  g iven  y e a r  

w a s  c o r r e l a t e d  m o r e  s ig n if ic a n t ly  w ith  to t a l  g r e e n  co ffee  e x p o r t s  in 

the  fo llow ing  y e a r  than  i t  w as  a s s o c ia t e d  w ith  co ffee  e x p o r t s  in  the  

s a m e  y e a r .  B e c a u s e  h a r v e s t i n g  s e a s o n s  v a r y  c o n s id e r a b ly  f r o m  

c o u n t ry  to c o u n t ry  i t  w ould no t b e  s u r p r i s i n g  to  find th i s  lagged  

t e m p o r a l  r e la t io n s h ip  e x is t in g  in  c o u n t r i e s  w h o se  ou tpu t c a m e  in 

the  l a t t e r  p a r t  of the  c a l e n d a r  y e a r ,  and cou ld  not b e  r e f le c te d  in  

co ffee  s h ip m e n ts  u n t i l  th e  fo llow ing  y e a r .  B r a z i l ,  E th io p ia  and 

Iv o ry  C o a s t-  - t h e  t h r e e  c o u n t r i e s  w ith  the  la g g e d  p r o d u c t i o n - - e x p o r t



T A B L E  1 0

REGRESSION COEFFICIENTS OF ANNUAL TOTAL GREEN COFFEE EXPORT 
SUPPLY FROM SELECTED PRODUCING COUNTRIES, BY COUNTRY, 

BASED ON 1952-1963 DATAC 
3

(Y = bg+ Z  bi Xi)^
1=1

Country bo bl b2
Multiple
F-Ratio

Multiple
r2

Total exports 2.2621 0.5019 192. 55̂ 0.960
Brazil 2.4125 0.4254 -0.0062 17. 76® 0.798
Colombia 3126. 0.4071 6.35^ 0.388

Costa Rica 108. 0. 7708 808. 81® 0.988

El Salvador̂ 0.8909 0. 7101 226.19® 0.958
Guatemala 106. 0.9273 949.82^ 0.990

Ethiopia -168. 1.2015 1118.74= 0.991
East Africâ -0- 1.0421 6614.00= 0.998
West Africa '̂ ^ -0- 1.0152 67169. 68® 0.999

T̂be b. are regression coefficients for the respective independent variables; the definitions of the variables for tlie regression 
equation describing annual total exports of green coffee £rom the indicated producing country are as follows:

Three-year moving average volume of total exports of green coffee from the indicated country of production, in thousands 
of 60 Kg. bags, annually on a calendar year basis.
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bg Constant term in regression equation.

Three-year moving average volume of exportable green coffee production in indicated country of production, in thousands 
of 60 Kg. bags, annually on a coffee-crop year basis.

Xg Three-year moving average volume of exportable green coffee production in indicated country of production (with one-year
lead in production figures), in thousands of 60 Kg. bags, aimually on a coffee-crop year basis.

Xg Dummy variable to relate changes in total green coffee exports in the indicated country to exogenous changes affected by the
passage of time. Variable took on integral values on an annual basis, with the calendar year 1951 being assigned the unitary 
value.

2
Regression coefficients for this country are the result of analysis using logarithmic transformations of the raw input data.

3
East Africa comprises the coimtries of Uganda, Kenya, and Tanzania. N

^/estern Africa is defined as! French Africa and Madagascar (1952 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper 
Volta, Mauritania, and Niger (1960 through 1963).

^The multiple F-ratio test of the null hypothesis that there is no significant difference between the explained and residual variation (i. e . , 
tlte established relationship therefore has only random or chance significance)  ̂is rejected at 0.001 level.

'’Multiple F-ratio test of null hypothesis (see 'a' above) is rejected at 0,05 level.

Ŝource: Regression coefficients were calculated from an EDP-processed regression program using (unless otherwise indicated in foomote 2 
above) raw input data from the U, S. Department of Agriculture, Foreign Agricultural Service, Foreign Agricultural Circtilar: Coffee. FCOF 
series, various issues, 1951 through 1963. Annual exportable green coffee production data is the final estimate of production for each 
coimtry made by the USDA. Sample size is 12.
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81
r e l a t i o n s h i p s - - h a v e  r e l a t iv e ly  la te  p r i m a r y  h a r v e s t i n g  s e a s o n s .

The p r o p o r t io n  of ex p la in e d  v a r i a t i o n  in th e  d e p e n d e n t  

v a r i a b l e  ( to t a l  g r e e n  c o ffee  e x p o r ts )  w a s  above 95 p e r c e n t  in a l l  

c o u n t r i e s  e x c e p t  B r a z i l  and C o lom bia .  About 80 p e r c e n t  of the  

v a r i a t i o n  in B r a z i l ' s  g r e e n  co ffee  e x p o r t s  w as  ex p la in ed  by v a r i a 

t io n s  in i t s  g r e e n  co ffee  p ro d u c t io n ;  a lm o s t  40 p e r c e n t  of the  

v a r i a t i o n  in C o lo m b ia 's  g r e e n  co ffee  e x p o r t s  cou ld  be  th u s  ex p la in ed .

P r e s u m a b l y  th e  v a r i a t i o n s  in co ffee  r e te n t io n  p r o g r a m s  in  th e s e

8 2
c o u n t r i e s  w ould  a c c o u n t  f o r  m u c h  of the  r e m a in in g  v a r ia n c e .

The F - r a t i o  t e s t  of the  e x p la in e d  and r e s i d u a l  v a r i a n c e  

w a s  s ig n i f i c a n t  a t  th e  0. 001 le v e l  f o r  a l l  c o u n t r i e s '  r e g r e s s i o n  

e q u a t io n s ,  e x c e p t  C o lom bia .  The C o lo m b ia  F - r a t i o  t e s t  w a s  

r e j e c t e d  a t th e  0. 05 le v e l .  It a p p e a r s  th a t  the  r e g r e s s i o n  e q u a t io n s ,  

in  g e n e r a l ,  a r e  b o th  h ig h ly  e x p la n a to ry  of to t a l  co ffee  e x p o r t s  and 

h ig h ly  s ig n i f i c a n t  in t e r m s  of the  F - r a t i o  te s t .

The e s t a b l i s h m e n t  of a  r e la t io n s h ip  b e tw e e n  th e  to t a l  g r e e n  

co ffee  e x p o r t s  of a  c o f fe e -p ro d u c in g  n a t io n  and i t s  g r e e n  co ffee

81
See W orld  C offee  and T e a . Vol. VII, No. 12 (A p r i l  1967) 

p. 26, and Vol. VIII, No. 2 ( Ju n e  1967) pp. 42, 46.

82
U n fo r tu n a te ly ,  y e a r - t o - y e a r  e s t i m a t e s  of g r e e n  co ffee  

s to c k s  in  in d iv id u a l  c o u n t r i e s  a r e  no t a v a i la b le  f o r  o b s e r v a t io n s  on 
co ffee  s to c k s  a s  a  s e p a r a t e  in d e p e n d e n t  v a r ia b le .
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e x p o r t s  to  th e  U nited  S ta te s  w a s  n e c e s s a r y  to  c o m p le te  th e  e s t i m a 

t ion  of a  U. S. g r e e n  co ffee  su p p ly  s y s t e m .  T h is  r e la t io n s h ip  would 

in d ic a te  th e  p r o p o r t i o n  of to t a l  g r e e n  co ffee  e x p o r t s  h a b i tu a l ly  ( o r  

n o rm a l ly )  sh ip p e d  to  the  U nited  S ta te s .  The a s s u m p t io n  of a  c o n s ta n t  

r e l a t io n s h ip  im p l ie s  th a t  d e m a n d  (and p r ic e )  s h i f t s  in  the v a r io u s  

m a j o r  g r e e n  co ffee  p u r c h a s in g  c e n t e r s  do  no t a f fe c t  the  s h a r e  of 

to t a l  co ffee  e x p o r t s  o f fe re d  to e a c h  c e n t e r  ( s u c h  a s  New Y ork,

London , e tc .  ); o r  e l s e  i t  im p l ie s  th a t  p r i c e  d i f f e r e n t i a l s  b e tw ee n  

e x p o r t  m a r k e t s  r e m a in  u n ch an g e d  th ro u g h  t im e .

T h is  r e l a t io n s h ip  b e tw e e n  g r e e n  co ffee  e x p o r t s  to  th e  U nited  

S ta te s  and to t a l  g r e e n  co f fee  e x p o r t s  f r o m  e a c h  s e le c te d  p ro d u c in g  

n a t io n  w a s  e s t a b l i s h e d  by  m u l t ip le  r e g r e s s i o n  a n a ly s i s ,  u s in g  the  

s im p le  l e a s t -  s q u a r e s  a p p ro a c h .  G r e e n  c o f fee  e x p o r t s  to  the  U nited  

S ta te s  f r o m  th e  s e le c te d  p ro d u c in g  n a t io n s  w e r e  r e g r e s s e d  on to ta l  

g r e e n  c o f fee  e x p o r t s  f o r  th a t  p r o d u c in g  na t ion .  The s ta b i l i ty  of the  

e x p o r t  o f f e r in g  fu n c tio n  w a s  t e s t e d  by  m e a n s  of a  d u m m y  in d e p e n d e n t  

v a r i a b l e ,  w i th  a n n u a l  in c r e m e n t e d  o b s e r v a t i o n s  on t im e .  The co e f 

f ic i e n t  of th e  " t im e "  v a r i a b l e  in d ic a te d  the  d e g r e e  to  w h ich  v a r i a t i o n  

in  e x p o r t  o f f e r in g s  to  th e  U n ited  S ta te s  f r o m  the  p ro d u c in g  c o u n t ry  

w a s  a f fe c te d  b y  in f lu e n c e s  o th e r  th a n  t o t a l  g r e e n  co ffee  e x p o r t  v a r i a 

t io n s .  R e g r e s s io n  of lo g a r i t h m ic  t r a n s f o r m a t i o n s  of to ta l  co ffee  

e x p o r t s  and U. S. g r e e n  c o f fee  p u r c h a s e  d a t a  p ro v id e d  b e t t e r  f i t s  of
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th e  d a t a  than  d id  r e g r e s s i o n  of the raw  d a ta .  The r e g r e s s i o n  

c o e f f ic ie n t s  fo r  the  r e la t io n s h ip  b e tw e e n  g r e e n  co ffee  p u r c h a s e s  by 

th e  U. S. , and to ta l  g r e e n  co ffee  e x p o r t s  f r o m  e a c h  s e le c te d  p r o d u c e r  

and the  du m m y  " t im e "  v a r i a b le  a r e  p r e s e n te d  in T ab le  11.

The d e r iv e d  s t a t i s t i c a l  r e l a t io n s h ip s  w e re  h igh ly  e x p la n a 

to r y  of v a r i a t io n s  in  U. S, p u r c h a s e s  of g r e e n  co ffee  and s t a t i s t i c a l l y  

s ig n if ic a n t .  The m u l t ip le  e x c e e d e d  0. 975 fo r  a l l  c o u n t r i e s ,  and

th e  F - r a t i o  t e s t  w as  s ig n i f ic a n t  a t  th e  0. 001 lev e l .  F iv e  o f  th e  e ig h t  

c o u n t r i e s  d e m o n s t r a t e d  s o m e  s e c u l a r  d r i f t  in the  r e la t io n s h ip .

T h r e e  c o u n t r i e s  (B ra z i l ,  C o s ta  R ica ,  and E th iop ia )  had  r a t h e r  

s t a b l e  fu n c t io n a l  r e la t io n s h ip s .  Of th e  f ive  c o u n t r i e s  w ith  in d ic a 

t io n s  of change  in th e  p r o p o r t i o n  of to t a l  co ffee  e x p o r t s  sh ip p ed  to  

th e  U nited  S ta te s ,  C o lom bia ,  E l  S a lv a d o r  and G u a te m a la  show ed  

d e c l in in g  s h a r e s  being  sh ip p ed  to  th e  U. S. th ro u g h  t im e ,  and E a s t  

A f r i c a  and W e s te rn  A f r ic a  in d ic a te d  an in c r e a s in g  p r o p o r t i o n  of 

to ta l  g r e e n  co ffee  s h ip m e n ts  b e in g  c h a n n e l le d  in to  the  U nited  S ta te s .

The o v e r a l l  tw o -s ta g e  supp ly  fu n c tio n  f o r  g r e e n  co ffee  

o f fe r in g s  in th e  United S ta te s  m a r k e t  d e m o n s t r a t e d  the  m o s t  

u n ex p la in ed  v a r i a t io n  a t  th e  p r o d u c t io n - - to ta l  e x p o r ts  s ta g e ,  and

83 W e s te rn  A f r ic a n  d a t a  had  a  b e t t e r  f i t  in a l i n e a r  m ode , 
so  i t  is  u se d  in the  supp ly  a n a ly s i s  in s te a d  of lo g a r i th m ic  t r a n s 
f o rm a t io n s .



T A B L E  1 1

REGRESSION COEFFICIENTS OF THE RELATIONSHIP BETWEEN UNITED STATES GREEN COITEE 
PURCHASES AND TOTAL GREEN COFFEE EXPORTS FROM SELECTED PRODUCING 

COUNTRIES, BY COUNTRY, BASED ON LOGARITHMIC 
TRANSFORMATION OF 1952-1953 DATÂ

2 ,
(Y=S bj Xi)l 

i=l

Country bl b2
Multiple
F-Ratio^

Multiple
r2

Total exports 0.9586 -0.0075 1294524. 0.999
Brazil 0.9443 —0— 184642. 0.999
Colombia 0.9932 -0.0105 185294. 0.999
Costa Rica 0.8554 -0— 3091. 0.996
El Salvador 0.9993 -0.0334 10729. 0.999

Guatemala 1,9829 -0.0108 32599. 0.999
Ethiopia 0.9275 -0- 7073. 0,998

East Africa^ 0.7115 0.6345 8279. 0.999
Western Africa ’̂ ^ 0.4065 1.6488 182. 0.978

cv
-vj

^Tbe b| are regression coefficients for the respective independent variables; the definitions of variables for the regression equation relating U. S. 
green coffee purchases from a given producing country to tlie total green coffee exports of that country are as follows:

Volume of United States purchases of green coffee from indicated country of export, in thousands of 60 Kg;, bags, annually 
on calendar year basis, expressed in logarithms.
Source of data: Food Industries Division, Business and Defense Services Administration, U. S. Department of Commerce 
(from customs declaration documents).



T A B L E  1 1  ( C o n t i n u e d )

Xj Volume of total exports of green coffee from indicated country of production, in thousands of 60 Kg. bags, annually on a
calendar year basis, expressed in logarithms.
Source of data: U. S. Department of Agriculture, Foreign Agricultural Service. Foreign Agricultural Circular; Coffee. 
FCOF series, various issues, 1952 through 1963.

Xg Dummy variable which relates changes in United States purchases of green coffee from indicated country of production
to exogenous changes affected by the passage of time. Variable took on integral values on an annual basis, with the 
calendar year 1951 being assigned the unitary value.

^Western Africa data was regressed in linear (raw input) format to improve the data fit of the regression equation.

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.

est Africa is defrned as: French Africa and Madagascar (1952 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper 
Volta, Mauritania, and Niger (1960 through 1963).

^The multiple F-ratio test of the null hypotliesis that there is no significant difference between the explained and residual variation 
in the established relationship (i. e . , that the regression coefficients were the result of random or chance variation) is rejected in 
all cases at the 0.001 level.

Ŝource: Regression coefficients were calculated from annual data of sources listed in footnote 1 (above), using an EDP-processed 
multiple regression program. Sample size is 12.

oo
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not a t  the  m a r k e t  s h a r e s  s tag e .  Both  s e t s  of d e r iv e d  r e la t io n s h ip s ,  

h o w e v e r ,  d e m o n s t r a t e d  h ig h  s t a t i s t i c a l  s ig n if ic a n c e ,  a s  in d ic a te d  

in th e  l e v e l  o f  the  m u l t ip le  and F - r a t i o  s t a t i s t i c s .

T he P r o c e d u r e  fo r  E s t i m a t in g  G re e n  Coffee R evenue  

f r o m  U. S. Coffee P u r c h a s e s

The e s t a b l i s h m e n t  of the  su p p ly  of and d e m a n d  f o r  g r e e n  

co ffee  e x p o r t s  to th e  U nited  S ta te s  f r o m  th e  e igh t s e le c te d  p ro d u c in g  

c o u n t r i e s  is  p ro lo g u e  to  th e  b a s ic  q u e s t io n  p o s e d  in  th is  s tudy; i. e. , 

d id  th e  1962 In te r n a t io n a l  Coffee A g r e e m e n t  s ig n i f ic a n t ly  a f fe c t  the 

r e v e n u e  f r o m  co ffee  s a l e s  to  the  U nited  S ta te s  of th e  e ig h t  p r o d u c e r s ?  

T he s h o r t - r u n  supp ly  and d e m a n d  fu n c t io n s  can  s e r v e  a s  a  b a s i s  f o r  

e s t im a t in g  th e  a n n u a l  g r e e n  c o ffee  r e v e n u e  f r o m  s a l e s  to  the  U nited  

S ta te s  w h ic h  w ould  h av e  a c c r u e d  f r o m  1964 th ro u g h  1966, if  the  

A g r e e m e n t  h ad  not gone in to  e ffec t .

T he b a s ic  inpu t d a t a  f o r  e s t im a t in g  th e  co ffee  re v e n u e  

r e c e iv e d  in  th e  h y p o th e t ic a l  a b s e n c e  of th e  A g r e e m e n t  c o m e s  f r o m  

o b s e r v a t io n s  on th e  ex o g en o u s  v a r i a b l e s  of th e  e n t i r e  su p p ly -d e m a n d  

s y s t e m .  T h e s e  v a r i a b l e s  a r e  e x p o r ta b le  g r e e n  c o ffee  p ro d u c t io n  in 

th e  s e l e c t e d  c o u n t ry  ( a s  r e p o r t e d  by the  F o r e i g n  A g r i c u l t u r a l  S e rv ic e  

of the  USDA), a n n u a l  c o n s u m p t io n  e x p e n d i tu r e s  in  the  U nited  S ta te s ,  

and  d i s p o s a b le  p e r s o n a l  in c o m e .  T h e s e  d a t a  g e n e r a te  (w ith in  the  

f r a m e w o r k  d e s c r ib e d  below) the  e s t i m a t e s  of a n n u a l  co ffee  re v e n u e .
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The e s t im a t io n  of g r e e n  co ffee  e x p o r t  r e v e n u e  f r o m  s a l e s  

to the U nited  S ta te s  f o r  e a c h  p r o d u c e r  c o u n t ry  w as  in i t ia te d  by  

e s t im a t in g  the  g iven  y e a r ' s  to t a l  e x p o r t s  of g r e e n  co ffee  f r o m  th a t  

na tion .  T h is  e s t i m a t e  of to t a l  co ffee  e x p o r t s  m a d e  u s e  of to t a l  

e x p o r t - e x p o r t a b l e  co ffee  p ro d u c t io n  r e la t io n s h ip  w h ich  is  s u m 

m a r i z e d  in T ab le  10. The U nited  S ta te s '  s h a r e  of th e  e s t i m a t e d  

to t a l  co ffee  e x p o r t  o f f e r in g  w a s  th e n  c a lc u la te d  f r o m  the  d e r iv e d  

r e la t io n s h ip  b e tw e e n  to t a l  g r e e n  co ffee  e x p o r t s  f r o m  the  c o u n t ry  

and U nited  S ta te s  p u r c h a s e s  of th a t  n a t io n 's  co ffee  (S ee  T ab le  11). 

H aving  d e t e r m in e d  th e  s h o r t - r u n  p e r f e c t ly  p r i c e  i n e la s t i c  q u an t i ty  

su p p lie d  of g r e e n  co ffee  to  the  U. S. m a r k e t ,  the  p r i c e  a t w h ich  su ch  

a  q u a n t i ty  of co ffee  w ould  be  a b s o r b e d  w a s  d e t e r m in e d  f r o m  th e  

r e l e v a n t  g r e e n  co ffee  e x p o r t  d e m a n d  fu n c t io n s  fo r  U n ited  S ta te s  

p u r c h a s e s  f r o m  th a t  p r o d u c e r .  The p r i c e  e s t i m a t e  m a d e  u s e  of 

o th e r  b a c k g ro u n d  v a r i a b l e s  ( s u c h  a s  d i s p o s a b le  in c o m e  and food 

spend ing) w hen  t h e i r  p r e s e n c e  w a s  fu n c t io n a l ly  s ig n i f i c a n t  (S ee  

T ab le  9). M u l t ip l ic a t io n  of th e  a n n u a l  q u a n t i ty  e x p o r te d  b y  the  

e s t i m a t e d  a v e r a g e  a n n u a l  e x p o r t  p r i c e  of th e  g r e e n  co ffee  p ro v id e d  

th e  r e v e n u e  e s t i m a t e s  f o r  e a c h  s e le c te d  p r o d u c e r  on an a n n u a l  

b a s i s .

In m a th e m a t i c a l  n o ta t io n ,  th e  e s t im a t io n  of a n n u a l  co ffee  

r e v e n u e  fo r  e a c h  c o u n t ry  u s e d  th e  fo llow ing  p r o c e d u r e :
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S T E P  ONE: X = f(T)

S T E P  TWO: M = g(X)

S T E P  T H R EE : P  = h(M)

S T E P  FO U R : R = P M

w n e r e :

T i s  the  v o lu m e  of annual e x p o r ta b le  g r e e n  coffee
p ro d u c t io n  in the  s e le c te d  co u n try ;

X is  the  vo lu m e  of to t a l  g r e e n  co ffee  e x p o r t s  f ro m
th e  s e le c te d  p ro d u c in g  c o u n t ry ;

M is  the  v o lu m e  of g r e e n  c o ffee  e x p o r t s  to  th e  U nited 
S ta te s ;

P  is  th e  a v e ra g e  a n n u a l  U nited  S ta te s  im p o r t  p r i c e  fo r
the  g r e e n  coffee  of th e  s e le c te d  p ro d u c in g  co u n try ;

R is  th e  e s t im a te d  re v e n u e  g e n e r a te d  by  U nited  S ta te s
g r e e n  coffee  p u r c h a s e s  f r o m  th e  s e le c te d  co u n try ;

f(T) is  the  e x p o r t s -p r e d u c t io n  r e la t io n s h ip  d e r iv e d  f r o m  
th e  1953-1962  d a t a  r e g r e s s i o n  (See T a b le  10);

g(X) i s  the  U. S. i m p o r t s - t o t a l  e x p o r t s  r e la t io n s h ip
d e r iv e d  f ro m  the  1953 -1 9 6 2  d a t a  r e g r e s s i o n  (See 
T ab le  11);

h(M) i s  the  U n ited  S ta te s  d e m a n d  func tion  fo r  g r e e n  co ffee  
d e r iv e d  f r o m  1953-1 9 6 2  d a ta  r e g r e s s i o n  (See  T ab le  9).

The a c c u r a c y  of th e  o v e r a l l  e s t im a t in g  p r o c e d u r e  m a y  be 

ju d g e d  f r o m  th e  c o n fo rm i ty  of th e  e s t i m a t e s  f o r  1953 th ro u g h  1962 

to  the  a c tu a l  re v e n u e  f ro m  s a le s  of g r e e n  co ffee  to  th e  U nited  S ta te s  

d u r in g  th a t  p e r io d .  If th e  e s t im a t in g  te c h n iq u e  cou ld  not p ro v id e  

a c c u r a t e  re v e n u e  e s t i m a t e s  f o r  th is  p e r io d  f r o m  w h ich  the  v a r io u s
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e q u a t io n s  w e r e  fo rm u la te d ,  i t  cou ld  not r e a s o n a b ly  b e  ex p e c te d  to 

g e n e r a te  m e a n in g fu l  e s t i m a t e s  of r e v e n u e  in  s u b se q u e n t  p e r io d s .

In o r d e r  to  t e s t  the  p r o c e d u r e ,  only o b s e r v a t io n s  on th e  exogenous  

v a r i a b l e s  (e x p o r ta b le  g r e e n  co ffee  p ro d u c t io n ,  U. S. d i s p o s a b le  

in c o m e ,  food spend ing , e t c . )  w e r e  u s e d  a s  in p u ts  f o r  th e  re v e n u e  

e s t i m a t o r s .

T ab le  1 2 s u m m a r i z e s  the  r e s u l t s  of th e s e  t e s t s  of th e  

a c c u r a c y  of the  e s t im a t in g  p r o c e d u r e  in ex p la in in g  v a r i a t i o n s  in 

re v e n u e .  The s im p le  c o r r e l a t i o n  c o e f f ic ie n t  in d ic a te s  the  d e g r e e  

of c o n fo rm i ty  b e tw ee n  the  two d a t a  s e r i e s  ( e s t im a te d  r e v e n u e  and 

a c tu a l  rev en u e ) .  The m u l t ip le  F - r a t i o  t e s t  in  th i s  c a s e  e x a m in e s  

the  h y p o th e s i s  th a t  t h e r e  is  no s ig n i f ic a n t  r e la t io n s h ip  e s ta b l i s h e d  

b e tw e e n  the  e s t im a te d  and a c tu a l  r e v e n u e  s e r i e s  (a s  m e a s u r e d  by 

th e  r a t i o  of ex p la in ed  to  u n ex p la in e d  v a r i a t io n  in the  r e g r e s s i o n  

eq u a t io n  r e la t in g  th e  e s t i m a t e s  w ith  th e  c o r r e s p o n d in g  a c tu a l  

re v e n u e  f ig u re s ) .

The F - r a t i o  t e s t  i s  s ig n i f ic a n t  f o r  s ix  of th e  e ig h t  c o u n t r i e s  

a t  le v e l s  of s ig n if ic a n c e  ran g in g  f r o m  0. 05 to  0. 001; th e  two 

c o u n t r i e s  f o r  w h ich  the  e s t im a t in g  p r o c e d u r e  a p p e a r s  to  y ie ld  

in v a lid  r e s u l t s  a r e  C o s ta  R ic a  and E th io p ia .  Both  h a d  v e r y  low 

e x p la in e d  v a r i a t io n s  f o r  the  o v e r a l l  e s t i m a t e s ,  a s  r e f le c te d  in  the  

s im p le  c o r r e l a t i o n  c o e f f ic ie n t s  of the  two c o u n t r i e s '  te c h n iq u e s  

(0 .4 6  f o r  C o s ta  R ic a  and 0. 04 f o r  E th iop ia ).  The p r in c i p a l  a p p a re n t



TABLE 12

MEASURES OF STATISTICAL SIGNIFICANCE OF THE ESTIMATING TECHNIQUE, 
GREEN COFFEE REVENUE OF SELECTED PRCOUCING COUNTRIES,

BY COUNTRY, BASED ON REGRESSION OF 1953-1962 DATA®

Country
Multiple
F-Ratio^

Simple Correlation 
Coefficient?

Total exports 7.517® 0.696
Brazil 11.374*) 0.766
Colombia 148.521‘= 0.974
Costa Rica 2.084** 0.455
El Salvador 45.412*= 0.922

Guatemala 13.523*) 0.793

Ethiopia 0.010** 0.035

East Afiica 103.095*= 0.963
Western Afiica 13.283*) 0.790

w
OJ

^Multiple F-ratio is for regression equation: Y = + b̂ X, where Y is estimated green coffee revenue, b̂  is the constant term,
bj is the regression coefficient of X, and X is (he actual green coffee revenue.

^Coefficient of simple correlation relates the estimated revenue generated by U. S. purchases of the indicated country’s green 
coffee exports, and the actual revenue for such transactions.

The multiple F-ratio test of the null hypothesis that there is no significant difference between the explained and residual varia
tion (i. e . , the established relationship between estimated and actual revenue is due to random or cliance variation) is significant 
at the 0.05 level.



T A B L E  1 2  ( C o n t i n u e d )

^The multiple F-ratio test of the null hypothesis (see 'a' above) is significant at the 0,01 level,

®The multiple F-ratio test of the null hypothesis (see 'a* above) is significant at the 0.001 level.

‘̂ The multiple F-ratio test of the null hypothesis (see 'a' above) is not significant at the 0.05 level; therefore, the established
relationship is considered to have no statistical significance.

Ŝource: The multiple F-ratio and simple correlation coefficient data were calculated from an EDP-processed multiple re
gression program, using as input estimates of coffee revenue generated from the procedure described in Chapter V and the 
actual revenue data as reported by the U. S, Department of Commerce. Sample size is 10.

4̂
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c a u s e  of the  f a i l u r e  of th e  e s t i m a t e s  to  c o n fo rm  to  a c tu a l  r e v e n u e  

d a t a  is  the  w ide v a r i a t i o n  in e x p o r t  p r i c e  and in  to t a l  e x p o r t s  f r o m  

bo th  of th e s e  c o u n t r i e s .  V a r ia t io n s  in  a v e r a g e  a n n u a l  bag  p r i c e s  

f o r  th e  c o u n t r i e s  of C o s ta  R ic a  and E th io p ia ,  f o r  e x a m p le ,  w e r e  

h ig h e r  than  f o r  any of th e  o th e r  s ix  c o u n t r i e s  s tu d ie d .  (See T ab le  

1 6 .in a  l a t e r  s e c t io n  of th i s  c h a p te r ) .

An E v a lu a t io n  of the  A g r e e m e n t ' s  S h o r t - t e r m  G oa ls

The e x te n t  of th e  a c c o m p l i s h m e n t  of th e  two p r in c i p a l  s h o r t 

t e r m  q u a n t i ta t iv e  o b je c t iv e s  of the 1962 I n te r n a t io n a l  Coffee A g r e e 

m e n t  can  now be e v a lu a te d  in  s o m e  d e ta i l .  The o b je c t iv e s  w e r e ,  

a s  in d ic a te d  in  p r e c e d in g  c h a p t e r s ,  (1) to  o p e r a t e  th e  A g r e e m e n t

" in  a  m a n n e r  s u c h  th a t  th e  r e a l  in c o m e  d e r iv e d  f r o m  th e  e x p o r t  of

84
c o ffee  cou ld  be  p r o g r e s s i v e l y  i n c r e a s e d .  . . " and  (2) " to  a l le v ia te

th e  s e r i o u s  h a r d s h ip  c a u s e d  by . . . e x c e s s i v e  f lu c tu a t io n s  in  th e

85
p r i c e  of coffee . . . "

The f i r s t  p a r t  of th i s  s e c t io n  w i l l  c o n s id e r  th e  im p a c t  of 

the  1962 A g r e e m e n t  on th e  l e v e l  of c o ffee  r e v e n u e  b e tw e e n  1963 

and  1 966. The s e c o n d  p a r t  of th e  s e c t io n  w i l l  s u m m a r i z e  the  

r e l a t io n s h ip  of th e  A g r e e m e n t  to  i n t e r - y e a r  p r i c e  and r e v e n u e  

f lu c tu a t io n s .

^ '^United N a tio n s  C offee  C o n fe re n c e ,  1962, S u m m a ry  of
P r o c e e d i n g s .  (E /C o n f .  4 2 /7 ) ,  A r t i c l e  27, P a r a g r a p h  1, p. 6 l .

^^Ibid 
19 62" , p .“ 5 ^

Q C
Ib id . , " P r e a m b l e  to  the  I n t e r n a t io n a l  C offee  A g re e m e n t ,



1 36

T re n d s  in G re e n  C offee Revenue 

The p r o c e d u r e  fo r  e v a lu a t in g  t r e n d s  in g r e e n  co ffee  re v e n u e  

w a s  (1) to a s s e s s  th e  a c tu a l  re v e n u e  d a ta  fo r  1963-1966  in  t e r m s  

of changing  m a g n itu d e s  and t r e n d s ;  (2) to  c o m p a r e  a c tu a l  r e v e n u e  

w ith  e s t i m a t e s  of coffee re v e n u e  w hich  would have  o c c u r r e d  in  the 

p e r io d  in  the  a b s e n c e  of the  1962 p ac t ;  and (3) to  d e t e r m in e  the  

c a u s e  of s ig n if ic a n t  d ifferences , if  any, b e tw ee n  the  a c tu a l  and the  

e s t im a te d  data .

T o ta l  r e v e n u e  f r o m  o v e r a l l  g r e e n  coffee  s a le s  to  th e  U nited  

S ta te s  show ed  im p ro v e m e n t  d u r in g  the  f o u r - y e a r  p e r io d .  In 1966, 

to ta l  g r e e n  co ffee  s a l e s  w e r e  abou t $ 1 ,0 6 9  m il l io n ,  c o m p a re d  w ith  

$990 m il l io n  in 1962. This  o v e r a l l  im p ro v e m e n t  in  co ffee  s a le s ,  

h o w e v e r ,  w as  not s h a r e d  by a l l  p r o d u c e r s .  In fact,  t h r e e  of the  

e ig h t  p r o d u c e r s  ( B r a z i l ,  C o lom bia ,  and C o s ta  Rica) g e n e r a te d  l e s s  

co ffee  re v e n u e  f r o m  1963 th ro u g h  1966 than  t h e i r  r e s p e c t iv e  s a l e s  

f r o m  1954 th ro u g h  1962. The r e m a in in g  five  c o u n t r i e s  p o s te d  

i n c r e a s e s  in e x p o r t  r e v e n u e  th a t  m o r e  than  o f f s e t  th e  l o s s e s  of the  

o th e rs .  It i s  in t e r e s t in g  to no te  th a t  A fr ic a n  p r o d u c e r s  a l l  i n c r e a s e d  

t h e i r  re v e n u e  f r o m  co ffee  c o n s id e ra b ly ,  w h ile  th e  p ro d u c in g  g i a n t s - - 

B r a z i l  and C o lo m b ia - -b o th  h ad  r e d u c e d  e x p o r ts  and s a l e s  (See 

A ppendix , T ab le  27).
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Estim ates of revenue from 1963 th ro u g h  1966 w h ich  w ould have  

o c c u r r e d  f r o m  s a l e s  in the  a b s e n c e  of the  1962 A g re e m e n t  w e re  

p r e p a r e d ,  u s ing  the  e s t im a t in g  p r o c e d u r e  d e s c r ib e d  in the  p r e v io u s  

se c t io n .  The p ro je c t io n  of th e s e  v a lu e s  in to  the  1963 -1966  p e r io d  

a s s u m e d  th a t  th e  fu n c tio n s  d e r iv e d  f r o m  the  1953-1962  d a t a  w ould 

h av e  r e m a in e d  r e le v a n t  w ithou t th e  o p e ra t io n  of th e  A g re e m e n t .

The e s t im a te d  re v en u e  is  p r e s e n t e d  in  T ab le  13. D if f e re n c e s  in 

e s t i m a t e d  and a c tu a l  re v e n u e  a r e  not s ig n if ic a n t  p e r  se. Any 

n u m e r i c a l  d i f f e r e n c e s  m u s t  be  i n t e r p r e t e d  w ith in  the  co n te x t  of 

t h e i r  s t a t i s t i c a l  s ig n if ic a n c e .

I t  i s  d i f f ic u l t  to e s t a b l i s h  an a d e q u a te  s t a t i s t i c a l  tesjt f o r  the  

d i f f e r e n c e s  b e tw e e n  two s a m p le s  of s u c h  m o d e s t  s ize .  A  p r in c i p a l  

t e s t  of s a m p le  d i f f e r e n c e s  is  th e  n u ll  h y p o th e s i s  c o n c e rn in g  the  

m e a n s  of the  s a m p le s .  F o r  a  s a m p le  s i z e  l a r g e r  than  1 0 o r  so, 

the  p r o b a b i l i t y  d i s t r ib u t io n  of s a m p le  m e a n s  a p p r o x im a te s  n o rm a l i ty ,  

so  th a t  a  Z - t e s t  of m e a n s  i s  s t a t i s t i c a l l y  fe a s ib le .  F o r  s m a l l e r  

s a m p le  s i z e s  th a n  10, b u t  g r e a t e r  th a n  abou t 6, th e  s tu d e n t -T  t e s t  

i s  u s u a l ly  p r e f e r r e d ,  b e c a u s e  of the  r e la x a t io n  of the Z - te s t  a s s u m p 

t io n  of n o rm a l i ty .  F o r  s a m p le  s i z e s  s m a l l e r  th a n  6, no p a r a m e t r i c  

s t a t i s t i c a l  t e s t  c an  b e  ap p l ied  w ith  any r e a l  p o w e r  e f f ic ien cy .

A s an a l t e r n a t iv e  to  th e  T - te s t ,  the  n o n - p a r a m e t r i c  ran k -  

s u m  t e s t  w a s  s e le c te d  to an a ly z e  the  s ig n i f ic a n c e  of the d i f f e r e n c e s



T A B L E  13

ESTIMATED REVENUE FROM GREEN COFFEE 
SALES TO THE UNITED STATES OF SELECTED PRO
DUCING COUNTRIES COMPARED WITH ACTUAL GREEN 
COFFEE REVENUE, BY COUNTRY, ANNUALLY, 1963-1966^

(Thousands of U. S. Dollars)̂

Year
Actual
Revenue

Estimated
Revenue

Total U. S. Green Coffee Purchases

1963 957,000 1,019,000
1964 1, 200,000 1,436,000
1965 1,061,000 1, 252,000
1966 1, 069,000 1,417,000

Brazil

1963 363,900 387,500
1964 377, 700 370,100
1965 303,400 423,400
1966 327,400 307,100

Colombia

1963 197,400 214,000
1964 223,500 181,400
1965 199, 600 156,400
1966 163, 800 134,400

Costa Rica

1963 12, 770 17,000
1964 16,080 16,490
1965 17,210 15,740
1966 12, 680 16,910

El Salvador

1963 32, 510 24, 920
1964 35, 220 38,620
1965 40,210 27, 450
1966 31,150 28,240

Guatemala

1963 47, 060 36, 370
1964 43, 780 44, 650
1965 50, 960 48, 520
1966 59,330 36, 210
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TABLE 13 (Continued)

Actual Estimated
Year Revenue Revenue

Ethiopia®

1963 31,950 23,500
1964 49,440 36,150
1965 59,750 37,920
1966 40,670 32,860

East Africâ

1963 48, 560 44, 830
1964 67, 370 89,930
1965 SO, 150 102,900
1966 71,510 124,500

Western Africa®

1963 21,970 20,420
1964 56, 430 40,040
1965 38, 880 50,190
1966 55, 110 64,090

F̂igures in the table have been rounded to four (4) significant digits.
2Estimates of green coffee revenue for Costa Rica are given for reference only. Analysis of the revenue 
estimating technique indicated that the derived relationships in the estimating procedure are probably 
due to chance variation.

^Estimates of green coffee revenue for Ethiopia are given for reference only. Analysis of the revenue 
estimating technique indicated that the derived relationships in the estimating procedure are probably 
due to chance variations.

4
East Afiica comprises Uganda, Kenya, and Tanzania.

^Western Africa is defined as: Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper Volta, Mauritania, 
and Niger.

Ŝource: Actual green coffee revenue data obtained fiom U. S. Department of Commerce, Business 
and Defense Services Administration, Press Release. BD-series, various issues, 1963 through 1967; 
revenue estimates obtained fiom procedure described in Chapter V.
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in a c tu a l  and e s t i m a t e d  re v e n u e  f ro m  1963 th ro u g h  1966, as w e l l  

a s  fo r  the  d i f f e r e n c e s  b e tw e e n  1963-1966  a c tu a l  g r e e n  co ffee  

re v e n u e  and 1959-1962  a c tu a l  r e v e n u e .  T h e r e  w e r e  s e v e r a l  

r e a s o n s  fo r  th e  s e le c t io n  of th i s  t e s t :  (1) th e  n o n - p a r a m e t r i c  

n a t u r e  of th e  r a n k - s u m  t e s t  p la c e s  no r e q u i r e m e n t s  on th e  p o p u la 

t io n  d i s t r ib u t io n ;  i. e. , th e  l e v e l  of s ig n i f i c a n c e  of the  t e s t  is  not 

a f fec ted  by the  la c k  of n o r m a l  d i s t r i b u t io n  of the s a m p le  m e a n s ;

(2) the  r a n k - s u m  t e s t  i s  an a lo g o u s  to  th e  T - t e s t  in  th a t  i t  is  

d e s ig n e d  to  d e t e c t  s h i f ts  in  m e a n s ,  b u t  not in v a r i a n c e s ;  (3) the  

r a n k - s u m  t e s t  h a s  h ig h  p o w e r  e f f ic ie n c y ,  ev en  fo r  low s a m p le  s i z e s ;  

f o r  e x a m p le ,  a  r a n k - s u m  t e s t  u s in g  s a m p le  s i z e s  of 5 is  a s  e f f ic ie n t  

a s  th e  s tu d e n t -T  s t a t i s t i c s  f o r  m u c h  l a r g e r  s a m p le s ;  (4) the  ran k -  

s u m  t e s t  h a s  on ly  one r e s t r i c t i v e  a s s u m p t io n ;  i t  a s s u m e s  th a t  th e  

s a m p le s  a r e  d r a w n  in  a  ra n d o m  fa s h io n  f r o m  id e n t ic a l ly  d i s t r i 

b u te d  p o p u la t io n s .

U sing  e m p i r i c a l  d a t a  on co ffee  r e v e n u e  b e tw e e n  1963 and 

1966, a s  w e l l  as  th e  s t a t i s t i c a l  t e s t s  of s ig n i f i c a n c e  and  d e s c r ip t io n  

in f o r m a t io n  on th e  fo u r - y e a r  p e r io d ,  i t  is  p o s s ib le  to  d r a w  s o m e  

c o n c lu s io n s  ab o u t the  e f fe c ts  of th e  A g r e e m e n t  on g r e e n  coffee  

s a l e s  and re v e n u e .

In fo rm a t io n  on the  r a n k - s u m  t e s t  w a s  c o m p l ie d  f r o m  
W ilf re d  J. D ixon and F r a n k  J. M a s s e y ,  J r .  , I n t ro d u c t io n  to 
S ta t i s t i c a l  A n a ly s is ,  (New Y ork : M c G ra w -H il l  Book C om pany , 
I n c . ,  1957), pp. 289, 290, 446.
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F o r  a l l  g r e e n  co ffee  e x p o r ts  to the  U nited S ta te s ,  re v e n u e

f r o m  e x p o r t  s a le s  f r o m  1963 th ro u g h  1966 ex ce ed ed  the  re v e n u e

re c e iv e d  by a l l  c o u n t r i e s  in the  p r e v io u s  fo u r - y e a r  p e r io d .  1963-

1966 to ta l  r e v e n u e  f ro m  co ffee  s a le s  to  the  U nited  S ta te s  w as ,

h o w e v e r ,  s ig n if ic a n t ly  lo w e r  than  w ould h a v e  t h e o re t i c a l ly  a c c ru e d

in the  a b s e n c e  of th e  A g re e m e n t .  (See T ab le  14). H ow ever,  the

d i f f e r e n c e  b e tw e e n  a c tu a l  and e s t im a te d  re v e n u e  is  not a t t r ib u te d

to the  o p e ra t io n  of the  A g re e m e n t  p e r  se . The m a jo r  r e a s o n  fo r

th e  lo w e r - th a n -e s t im a te d  re v e n u e  can  be  t r a c e d  to  the  b e h a v io r  of

B r a z i l  and i t s  v o lu n ta ry  e f f o r t s  to  re d u c e  i t s  own e x p o r ts  be low

a u th o r iz e d  e x p o r t  q u o ta  le v e ls .  In the t h r e e - y e a r  p e r io d  f o r  w hich

a u th o r iz e d  e x p o r ts  can  be a c c u r a te ly  e s ta b l i s h e d  (1964-1966),

B r a z i l  w as  a u th o r iz e d  to  sh ip  abou t 5 2 .4  m i l l io n  b ag s  of g r e e n

coffee . The c o u n t ry  d e c id e d  to sh ip  only  45. 5 m i l l io n  b a g s ,  rough ly

13 p e r c e n t  l e s s  than  a u th o r iz e d .  V ir tu a l ly  a l l  of the  o th e r  c o u n t r i e s '

r e v e n u e ,  p r i c e s ,  and  e x p o r t s  w e re  s t r o n g ly  a ffec ted  by th i s  low

e x p o r t  le v e l  in  B ra z i l .  The e f fec t  on m a r k e t  co n d i t io n s  of B r a z i l ' s

lo w e r  g r e e n  co ffee  s a le s  in  1963, 1964, and 1965 w as  c e r t a in ly

87
g r e a t e r  th a n  the q u o ta  " r e s t r i c t i o n s "  of the  A g reem e n t ,

87 Som e id e a  of the  la x i ty  of q u o ta  e n fo rc e m e n t  can  be  
g a r n e r e d  f r o m  a s ig n if ic a n t  ac t io n  of the  I n te rn a t io n a l  Coffee 
C o u n c i l - - th e  a d m in i s t r a t iv e  agency  w ith in  the  A g re e m e n t .  The 
C ounc il  r e p o r t e d  th a t  a lm o s t  6 m i l l io n  b a g s  of g r e e n  c o f f e e - - n e a r ly  
15 p e r  c e n t  o f  a  ty p ic a l  y e a r ' s  p e r m i s s i b l e  e x p o r t s - - w e r e  known to 
h av e  b e e n  sh ipped  by m e m b e r  p ro d u c in g  c o u n t r i e s  w ithou t



T A B L E  1 4

RANK-SUM TEST̂  OF STATISTICAL SIGNIFICANCE OF 
1963-1966 ANNUAL ESTIMATES OF GREEN COFFEE REVENUE 

FROM SALES OF GREEN COFFEE TO THE UNITED STATES 
BY SELECTING PRODUCING COUNTRŶ

Couiitxy

SUM OF RANKS
1 Probability of 

Rgnk-Snrn 
Occurrence

1
Estimated Revenue

Total exports 13 « 0.100=

Brazil 14 22 0.171

Colombia 22 14 0.171

Costa Rica . 15 21 0.243

El Salvador 23 13 0.100^

Guatemala 23 13 0.100^

Ethiopia 23 13 0.100^

East Africâ 14 22 0.171

Western Africâ 18 18 0.557

T̂he rank-sum test for the comparison of two samples is defined as follows: Arrange the two samples 
together in order of size, and assign rank scores to the individual, observations, scoring 1-for the small
est numerical value, 2 for the second smallest, value,., etc. All scores in each sample are then added 
to produce the rank-sum statistic. The probability of . occurrence of this rank-sum.statistic is then .. 
noted in a prepared table which records the percentiles of the sampling.distribution of rank-sums.
For purposes of this study, the hypothesis that the two samples are drawn horn the same population is 
rejected (i.e ., the test is significant) if the probability of the occurrence of a particular rank-sum 
is 0.100 or less.

Êast Africa comprises the coimtries of Uganda, Kenya, and Tanzania.

^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, 
Guinea, Mali, Dahomey, Upper Volta,-Mauritania, and Niger (1960 through .1966).

The rank-sum test of the null, hypothesis (see footnote 1 above) is significant at the 0,100. level.

Ŝource: Rank-sums calculated using method described in footnote 1 (above), from data presented 
in Table 13.
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T A B L E  I S

RANK-SUM TEST̂  OF STATISTICAL SIGNIFICANCE FOR DIFFERENCES 
BETWEEN 1959-1962 AND 1963-1966 SALES OF GREEN COFFEE TO 

THE UNITED STATES, BY SELECTED PRODUCING 
COUNTRŶ

Country
Sum of Ranks 

1959-1962 Revenue 1963-1966 Revenue
Probability of 

Rank-Sum 
Occurrences

Total exports 16 20 0.343

Brazil 23 13 0.100^

Colombia 26 10 0.014*

Costa Rica 21 15 0.243

El Salvador 13 23 0.100*

Guatemala 12 24 0.057*

Ethiopia 10 26 0.014»
2East Africa 10 26 0.014*

3
Western Africa 10 26 0.014»

Ŝee Footnote 1, Table 14, for complete description of test method.
2
East Africa comprises the countries of Uganda, Kenya, and Tanzania.

^Western Africa is defined as: French Africa and Madagascar (1953 throng 1959); Ivory Coast, Togo, 
Guinea, MaH, Dahomey, Upper Volta, Mauritania, and Niger (1960 through 1966).

^The rank-sum test of the hypothesis that the two samples are drawn from the same population is sig
nificant at the 0.100 level.

"Source: Rank-sums calculated using method described in Table 14, Footnote 1, and data presented 
in Table 27.



T h e r e  w as  s u p e r f i c i a l  p la u s ib i l i ty  to the  f a i l u r e  of B r a z i l  

to m e e t  i t s  m a x im u m  e x p o r t  q u o ta s .  The to t a l  co ffee  p ro d u c t io n  

r a t e  in  th e  1 9 5 0 's  and the  e a r l y  1 9 6 0 's  h ad  b e e n  in  the  low 30 m i l 

l io n  bag r a n g e  in  B ra z i l .  D u r in g  the  1 9 6 3 -1964  c ro p  y e a r ,  h o w ev e r ,  

w ide-  s p r e a d  f r o s t s  d u r in g  the  h a r v e s t in g  s e a s o n  r e d u c e d  the  1963- 

64 to ta l  c ro p  to  abou t 23 m i l l io n  b ag s .  I m m e d ia te ly  fo llow ing  the  

h a r v e s t ,  r a n g e  f i r e s  d a m a g e d  and e s t r o y e d  m i l l io n s  of coffee  t r e e s .

The s u b s e q u e n t  to t a l  co ffee  c ro p  in  1964 -6 5  w as  v e r y  lo w - -a b o u t  

8818 m i l l io n  b a g s .  The e f f e c t  of th e  f i r e  on co ffee  ou tpu t of e x p o r t 

ab le  q u a l i ty  w a s  m o r e  d r a m a t i c .  F r o m  a  lo w e r - th a n -n o rm a l  

e x p o r ta b le  p ro d u c t io n  le v e l  of 21 m i l l io n  b a g s  in  1964, B r a z i l  

d ro p p e d  in  e x p o r ta b le  p ro d u c t io n  to  3 m i l l io n  b ag s  in  1965. One 

e x p la n a t io n  f o r  B r a z i l ' s  f a i l u r e  to  e x p o r t  th e  q u o ta  l im i t  in g r e e n  

c o ffee  in  1964 and 1965 t r a c e s  to  th e  u n u s u a l ly  s m a l l  c ro p s .  T h is  

r e a s o n  b e c o m e s  l e s s  v a l id ,  h o w e v e r ,  w hen  one c o n s id e r s  the  l a r g e

A g r e e m e n t  a p p ro v a l .  The p e n a l ty  le v ie d  on th e  v io la t in g  n a t io n s  by 
the  C o u n c i l  i n d i c a te s  th e  la c k  of e n f o r c e m e n t  v ig o r .  The c o u n t r i e s '  
1967 q u o ta s  w e r e  re d u c e d  by a  to t a l  o f  500, 000 b a g s .  The r e s t  of 
th e  le g a l ly  a p p l ic a b le  5. 5 m i l l io n  b ag  p e n a l ty  w a s  su sp e n d ed .  See 
P a n - A m e r i c a n  C offee  B u re a u ,  A nnua l C offee  S t a t i s t i c s , 1966.
(New Y o rk : P a n - A m e r ic a n  C offee  B u re a u ,  1968), pp. 7 ,8 .

88 I n t e r n a t io n a l  C offee  O rg a n iz a t io n ,  R e p o r t  of th e  I n t e r 
n a t io n a l  C offee  O rg a n iz a t io n .  M im e o g ra p h ,  E B -4 6 6 1 6 7 (E ) ,
7 February  1 967 (L ondon : I n te r n a t io n a l  C offee  O rg a n iz a t io n ,  1967), 
p. 1 5.
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s to c k s  of e x p o r ta b le  g r e e n  co ffee  in  B r a z i l  d u r in g  th i s  t im e .

A lthough  the  a c tu a l  l e v e l  of co ffee  s to c k s  in  B r a z i l  d u r in g  1964-

65 is  not known, i t  is  e s t i m a t e d  th a t  w o r ld  co ffee  s to c k s  (of w h ich

89
B r a z i l  w a s  the  m a j o r  h o ld e r )  w e r e  about 70 m i l l io n  b a g s  in  1965, 

One ca n  a s s u m e  th a t  t h e r e  w e r e  a d e q u a te  s to c k s  of g r e e n  co ffee  

in  B r a z i l  d u r in g  the  p e r io d  of i t s  s m a l l  h a r v e s t s  to m o r e  than  

m e e t  i t s  q u o ta s ,  had  B r a z i l  d e s i r e d  to  do so.

B r a z i l ' s  e x p o r t  p o l ic y  u n d e r  th e  1962 A g re e m e n t ,  l ik e  i t s  

p o l ic y  p r i o r  to  th e  p a c t ' s  in c e p t io n  ( s e e  C h a p te r  III), h a s  b e e n  to  

m a in ta in  r e la t iv e ly  h ig h  e x p o r t  p r i c e s  in  w o r ld  m a r k e t s  f o r  i t s  

co ffee ,  w h ile  a t te m p t in g  to  r a t i o n a l i z e  in t e r n a l  p r o d u c t io n  th ro u g h  

th e  a r t i f i c i a l  d e p r e s s i o n  of c o ffee  p r i c e s  pa id  to  p r o d u c e r s  by the  

o f f ic ia l  co ffee  m a rk e t in g  ag en cy .  It h a s  b e e n  h o p ed  th a t  h ig h - c o s t  

B r a z i l i a n  p r o d u c e r s  w ould  th u s  be  s q u e e z e d  ou t of b u s i n e s s  by th e  

low p r i c e s ,  w h ile  f o r e ig n  ex ch a n g e  e a r n in g s  cou ld  be  e n h a n c e d  by 

th e  h ig h e r  e x p o r t  p r i c e s .  T h is  e x p o r t  p o l ic y  h a s  b e e n  b a s e d  on 

s e v e r a l  f a l l a c io u s  a s s u m p t io n s .

F i r s t ,  th e  c o u n t ry  h a s  a s s u m e d  th a t  the  d e m a n d  f o r  i t s  own 

co f fe e  w a s  p r i c e - in e l a s t i c .  The r e s u l t s  of th i s  s tu d y  in d i c a te s  a  

h ig h  p r i c e  e l a s t i c i ty  of d e m a n d  f o r  B r a z i l i a n  c o f f e e - - i n  fac t ,  the  

h ig h e s t  p r i c e - e l a s t i c i t y  o f  th e  e ig h t  m a j o r  p r o d u c e r s  w h ich  w e r e

89
Ibid. . p. 20.
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s tu d ie d .  M uch of the  h igh  p r i c e - e l a s t i c i t y  is  r e la te d  to the con

s id e r a b l e  c r o s s - e l a s t i c i t y  of d e m a n d  w h ich  w as  d e m o n s t r a te d  fo r  

B r a z i l i a n  g r e e n  coffee  e x p o r ts  v i s - a - v i s  o th e r  p r o d u c e r s '  co ffees .  

H ig h e r  B ra z i l i a n  g r e e n  coffee  p r i c e s  in  1964 and 1965 e n c o u ra g ed  

s h i f t s  in  the p a t t e r n  of e x p o r t  co ffee  d e m a n d  in  f a v o r  of the m ild s  

and  th e  r o b u s ta s .  H ig h e r  p r i c e s  fo r  a l l  co ffee  ty p e s  can  be  t r a c e d  

b a c k  to  th e  B r a z i l i a n  r e te n t io n  p r o g r a m  and i t s  s m a l l  1963-64  and 

1 9 6 4 -6 5  c ro p s .

O v e r  a  lo n g e r  p e r io d  of t im e ,  the  B r a z i l i a n  d e c i s io n  to 

k e e p  e x p o r t  p r i c e s  h ig h  w as  a  m a jo r  c a u s e  of the  expanded  A fr ic a n  

p ro d u c t io n .  The " u m b r e l l a "  of B r a z i l  in  the  m a in te n a n c e  of e x p o r t  

p r i c e s  e n c o u ra g e d  in c r e a s e d  p la n tin g  of r o b u s ta  co ffee  in  U ganda  

and  Iv o ry  C oas t .  I ro n ic a l ly ,  th e  d e s i r e  of B r a z i l  to  in c r e a s e  h e r  

own re v e n u e  f r o m  co ffee  p ro d u c t io n  h a s  c o n t r ib u te d  to  th a t  c o u n t ry 's  

d e c r e a s i n g  l e v e r a g e  o v e r  the w o r ld  co ffee  m a rk e t .  In one d eca d e  

( f r o m  1955 to  1965) B r a z i l ' s  s h a r e  of to t a l  coffee  re v en u e  d ro p p ed  

f r o m  60 p e r  c e n t  of th e  w o r ld  s a l e s  to  only  45 p e r  cen t  ( s e e  

C h a p te r  II). B r a z i l ' s  lo s s  of i t s  m a r k e t  s h a r e  w as  a lm o s t  e n t i r e ly  

c a u s e d  by the  A f r ic a n  r o b u s ta  p r o d u c e r s .  In 1955 w o r ld  r o b u s ta

e x p o r t s  a c c o u n ted  fo r  about 16 p e r  cen t  of a l l  s a le s ;  in  1966 they

90
a c c o u n te d  f o r  n e a r l y  28 p e r  c e n t  of g r e e n  coffee  e x p o r ts .

90
W orld  C offee  and Tea , Vol. 8 , No. 2 (Ju n e ,  1967), p. 21
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B r a z i l  a p p a re n t ly  hoped  th a t  th e  1962 In te rn a t io n a l  Coffee 

A g re e m e n t  w ould im p o s e  r e s t r i c t i v e  e x p o r t  q u o ta s  on a l l  p ro d u c in g  

c o u n t r i e s  so  th a t  th e  c o s t  of the  p r i c e  " u m b r e l l a "  w ould  be s h a r e d  

by  a l l  p r o d u c e r s .  H o w e v e r ,  the  w ide-  s p r e a d  e v a s io n s  of the 

a u th o r iz e d  q u o ta s ,  p a r t i c u l a r l y  in  1 9 6 5 -6 6 ,  and th e  la c k  of r ig o r o u s  

q u o ta  e n fo rc e m e n t  h a s  le f t  B r a z i l  l i t e r a l l y  ho ld ing  th e  bag.

An in t e r n a t io n a l  co ffee  p r i c e  w a r  w ould s e e m  th e  lo g ic a l  

w ay  fo r  B r a z i l  to  r e a s s e r t  l e a d e r s h ip  in  the  co ffee  m a rk e t .  With 

b o th  l a r g e  p ro d u c t io n  c a p a c i ty  in co ffee  and an e n o rm o u s  s to c k p i le  

of p r e v io u s  h a r v e s t  r e te n t io n s ,  th is  c o u n t ry  w ould b e  c a p a b le  of 

lo w e r in g  co ffee  e x p o r t  p r i c e s  to  a  f r a c t io n  of t h e i r  1965 -66  le v e ls .  

Two c o n s id e r a t io n s  h a v e  p r e v e n te d  th i s  c o u r s e  of ac t io n .  F i r s t ,  

i t  is  no t  c l e a r  w hat im p l ic a t io n s  a  s h a r p  r e d u c t io n  in co ffee  p r i c e s  

w ou ld  h a v e  on B r a z i l ' s  a n n u a l  f o r e ig n  ex ch a n g e  e a rn in g s .  E v en  

the  h igh ly  e l a s t i c  d e m a n d  fo r  B r a z i l ' s  co ffee  m ig h t  b e c o m e  d r a s t i c 

a l ly  a l t e r e d  a t  m u c h  h ig h e r  e x p o r t  le v e l s  than  th e  1 5 -2 0  m i l l io n  bag 

r a n g e  on w h ich  it  w a s  b a se d .  W ith i t s  h e a v y  r e l i a n c e  on co ffee  

s a l e s  fo r  fo re ig n  e x c h a n g e ,  B r a z i l  c an n o t  p o l i t i c a l ly  o r  e c o n o m ic 

a l ly  a f fo rd  to j e o p a r d i z e  co ffee  r e v e n u e .

A  seco n d  r e a s o n  f o r  B r a z i l ' s  r e lu c ta n c e  to  c l a s h  h e a d -o n  

w i th  th e  A fr ic a n  p r o d u c e r s  is  r e l a t e d  to  t h e i r  c o m p a r a t iv e  c o s t  of 

p ro d u c in g  coffee . A c c o rd in g  to  J, W. F . Rowe, B r a z i l i a n  

p r o d u c e r s  h a v e  c o n s id e r e d  A f r ic a n  co ffee  p ro d u c t io n  c o s t s  to  be
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lo w e r  than  t h e i r  own. C o n se q u e n t ia l ly ,  B r a z i l  a s s u m e d  th a t  a 

l o n g - t e r m  co ffee  p r i c e  w a r  w ould f o r c e  i t s  own p r o d u c e r s  out of 

b u s i n e s s  b e f o r e  the  A f r ic a n s  a b s o r b e d  u n a c c e p ta b le  l o s s e s .  Rowe 

s u g g e s t s ,  h o w ev e r ,  th a t  P a r a n a  p ro d u c t io n  of co ffee  in B r a z i l  h a s  

th e  lo w e s t  c o s t s  of p ro d u c t io n  in  the  w o r ld .  B r a z i l  is  th e r e f o r e  

a t te m p t in g  to p h a s e  out co ffee  p r o d u c t io n  in  the  t r a d i t i o n a l ,  bu t 

h ig h ^ c o s t  p r o v in c e s  of M inas  G e r a i s ,  and Sao P au lo .  T h is  r a t i o n a l 

iz a t io n  of co ffee  p ro d u c t io n  w ould  m a k e  B r a z i l  a  m u c h  m o r e  

f o r m id a b le  w o r ld  c o m p e t i t o r  on the  b a s i s  of co s t .  B e c a u se  

B r a z i l i a n  co ffee  i s  p r e f e r r e d  to r o b u s t a s  in  the  w o r ld  m a r k e t  (on 

th e  b a s i s  of t a s t e ) ,  a  re d u c t io n  in  th e  p r i c e  d i f f e r e n t i a l  of unw ash ed

a r a b i c a s  v is -  a - v i s  r o b u s ta  cou ld  m e a n  a  s h a r p  re d u c t io n  in  d e m a n d

91f o r  A f r ic a n  g ro w th s .

In s u m m a r y ,  B r a z i l  is  b id ing  i t s  t im e  in  the  w o r ld  coffee  

m a r k e t .  B e c a u s e  of th e  in e f f e c t iv e n e s s  of th e  1962 A g r e e m e n t  in 

e n fo rc in g  q u o ta  r e s t r i c t i o n s ,  B r a z i l  h a s  b e e n  fo r c e d  in to  an a lm o s t  

u n i l a t e r a l  r e d u c t io n  of e x p o r t s  in  an  e f fo r t  to  k eep  p r i c e s  h igh. 

S ig n if ic a n t ly  re d u c e d  g r e e n  co ffee  r e v e n u e  and a  d e c l in in g  m a r k e t  

s h a r e  h a v e  b e e n  th e  r e s u l t  of th i s  e x p o r t  re d u c t io n .

C o lo m b ia  h a s  a l s o  f e l t  t h a t  i t s  i n t e r e s t  la y  in  the  r e s t r i c t i o n  

of g r e e n  co ffee  supp ly . The n a t io n 's  g r e e n  co ffee  is  the  h ig h e s t

91 See Rowe, op. c jt .  , p. 74 ff.
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p r ic e d  co ffee  in the w o r ld ,  and m a in te n a n c e  of h igh  s t a n d a r d s  of 

C o lo m b ian  co ffee  o u tpu t h a s  b e e n  one of tha t c o u n t r y 's  g o a ls .  (See 

C h a p te r  II). F e e l in g  th a t  i t s  to t a l  co ffee  s a l e s  re v e n u e  w ould  s u f fe r  

f r o q i  lo w e r  p r i c e s ,  C o lo m b ia  c a r e fu l ly  a d h e re d  to th e  a u th o r iz e d  

q u o ta  l e v e l s  in  th e  p e r io d  s tu d ie d .  The lo w e r  le v e l  of e x p o r t s ,  

coup led  w ith  th e  e l a s t i c  d e m a n d  fo r  C o lo m b ian  m i ld  co ffee ,  p r o 

d u ced  s ig n i f ic a n t ly  lo w e r  r e v e n u e  in  1 9 6 3 -1966 , as  c o m p a r e d  w ith  

the  1 9 5 9 -1 9 6 2  p e r io d .  H o w e v e r ,  1964 and  1965 s a l e s  to  th e  U nited  

S ta te s  w e r e  w e l l  above  th e  s a l e s  w h ich  w e r e  e s t i m a t e d  f o r  C o lo m b ia  

in  th o s e  y e a r s .  The r e a s o n  f o r  the d i f f e r e n c e s  i s  a  s h o r tc o m in g  of 

th e  e s t im a t in g  p r o c e d u r e .  The r e v e n u e  e s t i m a t e s  a r e  b a s e d  on a  

s t a t i c  d e m a n d  p a t t e r n  w h ich  a l lo w s  f o r  no s h o r t - t e r m  s h i f t s  in  th e  

d e m a n d  fu n c tio n  to  r e f l e c t  c r o s s - e l a s t i c i t i e s  o f  d e m a n d .  The 

u p w a rd  co ffee  p r i c e  p r e s s u r e s  in  the  1 9 6 3 -6 4  and 1 9 6 4-65  c ro p s  

b e c a u s e  of B r a z i l i a n  c ro p  s h o r t a g e s  i n c r e a s e d  w o r ld  (and  U nited  

S ta tes)  d e m a n d  f o r  s u b s t i tu t e  c o f fee s ,  in c lu d in g  C o lo m b ia n  m ild  

c o f fe e s .  As th e  w o r l d ' s  s e c o n d  l a r g e s t  co ffee  p r o d u c e r ,  C o lo m b ia  

b e n e f i te d  f r o m  th e  d e m a n d  s h i f t  in the  f o r m  of h ig h e r - th a n - n o r m a l  

re v e n u e .  L a r g e  u n a u th o r iz e d  m ild  co ffee  s a l e s  in  E l  S a lv a d o r  and 

G u a te m a la  in  l a te  1965 and  th ro u g h o u t  1966 u n d e rm in e d  C o lo m b ia 's  

co ffee  p r i c e s  and s h i f te d  s o m e  of th e  m i ld  co ffee  d e m a n d  aw ay  f r o m  

C o lo m b ia  to  th e  C e n t r a l  A m e r ic a n  p r o d u c e r s .
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The in t e r n a t io n a l  g r e e n  co ffee  m a r k e t  p r i c e  i n c r e a s e s  

w h ich  B r a z i l  c r e a te d ,  and w h ich  C o lo m b ia  a b e t te d ,  s ig n if ic a n t ly  

a id ed  two C e n t r a l  A m e r ic a n  p r o d u c e r s - - E l  S a lv a d o r  and G u a te m a la .  

Both  c o u n t r i e s  r e c e iv e d  g r e e n  c o ffee  ex ch a n g e  e a r n in g s  b e tw e e n  

1963 and 1966 w hich w e r e  s ig n if ic a n t ly  above  the  1 9 5 9 -1 9 6 2  ra te .  

T hey  a l s o  b e n e f i te d  s ig n i f ic a n t ly  f r o m  (1) d e m a n d  s h if ts  in  t h e i r  

f a v o r  b e c a u s e  of the s m a l l  B r a z i l i a n  c r o p s  in 1964 and 1965; (2) the  

C o lo m b ian  m i ld  co ffee  r e te n t io n  p o licy ;  and (3) f l a g r a n t  v io la t io n  of 

th e  I n te r n a t io n a l  C offee  A g r e e m e n t  e x p o r t  q u o ta  f o r  t h e i r  r e s p e c t iv e  

c o u n t r i e s .  A  c o m p a r i s o n  of the  a c tu a l  1 9 6 3 -1966  e x p o r t  s a l e s  to  

th e  U nited  S ta te s  w ith  th e  e s t i m a t e d  s a l e s  ( b a s e d  on no d e m a n d  

s h i f t s  and n o r m a l  e x p o r t  le v e ls )  s u g g e s t s  th a t  the  t h r e e  f a c t o r s  

added  abou t $20 m i l l io n  to  E l  S a lv a d o r 's  U n ited  S ta te s  s a l e s  o v e r  

th e  f o u r - y e a r  p e r io d ,  and m o r e  th a n  $35 m i l l io n  to  G u a te m a la 's  

co ffee  e x p o r t s  to  th e  U n ited  S ta te s .  S om e in d ic a t io n  of the  s e r i o u s 

n e s s  of th e  q u o ta  violaticns c a n  b e  i n f e r r e d  f r o m  th e  1966 p e r f o r m 

a n c e  of th e  tw o n a t io n s .  In th a t  y e a r ,  E l  S a lv a d o r  a c tu a l ly  sh ip p ed  

110 p e r  c e n t  of i t s  a u th o r i z e d  q u o ta ,  w h ile  G u a te m a la  m a r k e t e d

92
139 p e r  c e n t  of i t s  l e g a l  e x p o r t  a l lo tm e n t .  The im p ro v e d  r e v e n u e  

p o s i t io n  of t h e s e  two c o u n t r i e s  cou ld  no t be  a t t r ib u t e d  to t h e i r  c o m 

p l i a n c e  w ith  1962 A g r e e m e n t  p o l i c ie s .

' “A  c o m p a r i s o n  of a u th o r i z e d  e x p o r t  q u o ta s  (a s  g iven  in  
A ppendix , T a b le  23) w i th  a c tu a l  e x p o r t s  ( a s  show n in  T ab le  22) 
s e r v e s  a s  the  b a s i s  f o r  t h e s e  f ig u r e s .



In A f r ic a ,  a l l  of th e  m a jo r  p r o d u c e r s  w h ich  w e r e  s tud ied  

v e r y  s ig n i f ic a n t ly  i n c r e a s e d  th e i r  g r e e n  re v e n u e  f r o m  s a le s  to  the  

U nited  S ta te s  in  1963 -1966 , a s  c o m p a re d  w ith  th e  1959-1962  p e r io d .  

In E a s t  A f r ic a  and W e s te rn  A f r i c a  the  l o w e r - p r i c e d  ro b u s ta s  

i n c r e a s e d  t h e i r  p r o p o r t i o n  of to t a l  w o r ld  e x p o r ts ,  in r e la t io n  to the  

two a r a b i c a  t>")es. S e v e ra l  f a c t o r s  contributed , to  the u n p a ra l le le d  

s u c c e s s  of A f r ic a n  c o u n t r i e s  in i n c r e a s in g  rev en u e .

F i r s t ,  th e  r o b u s ta  v a r i e t i e s  a r e  lo w e r  p r i c e d  in  w o r ld  

e x p o r t  m a r k e t s  than  e i t h e r  th e  m i ld  o r  th e  unw ashed  a r a b i c a  co ffees .  

In 1 9 6 6 , f o r  e x a m p le ,  W e s te rn  A f r ic a n  ro b u s ta s  so ld  in the  U nited  

S ta te s  m a r k e t  a t  an  a v e r a g e  b ag  p r i c e  of $40. 02; a t the  s a m e  t im e ,  

B r a z i l i a n  u n w ash ed  a r a b i c a  co ffee  w as  be ing  t r a d e d  a t  an a v e ra g e  

b a g  p r i c e  of $48. 65; and C o lo m b ian  m ild  co ffee  w as  be ing  m a rk e te d  

a t  $ 60 . 30 p e r  60 kg. b ag  in  th e  U nited  S ta te s .

The r o b u s ta  coffee ,  in  s h o r t ,  w as  18 p e r  cen t  c h e a p e r  than  

u n w a sh e d  a r a b i c a  and abou t 34 p e r  c e n t  l e s s  e x p e n s iv e  than  the  

p r e m i u m  m i ld  v a r i e ty .  Though n o t  p e r f e c t ly  s u b s t i tu ta b le  fo r  the  

a r a b i c a  ty p e s ,  the  lo w e r  p r i c e d  r o b u s ta  v a r i e t i e s  cou ld  be  u s e d  in  

s o lu b le  co ffee  w ith  l i t t l e  e f fe c t  on the  t a s t e  of th e  f in a l  c o n s u m e r  

p ro d u c t .  It is  t h e r e f o r e  u n s u r p r i s in g  th a t  the  r e d u c e d  a v a i la b i l i ty  

o f  B r a z i l i a n  co ffee  in  1964 and 19 6 5 - - and h ig h e r  p r i c e s  f o r  a r a b i c a  

v a r i e t i e s  in  g e n e r a l - - l e d  to  c o n s id e r a b le  d e m a n d  sh if ts  in f a v o r  of 

the  A f r ic a n  g ro w th s .



152

The i n c r e a s e s  in the  c o n s u m p t io n  of in s ta n t  co ffee  in the 

U nited  S ta te s  and h ig h e r  a r a b i c a  p r i c e s  co in c id e d  w ith  m u c h  h ig h e r  

A fr ic a n  co ffee  p ro d u c t io n  in  the  f o u r - y e a r  p e r io d  f r o m  1963 th ro u g h  

1966. The m o r e  r a p id  c o m m e r c i a l  m a tu r a t i o n  of r o b u s ta  t r e e s  

(See C h a p te r  II) m a d e  p o s s ib le  a  q u ic k e r  r e s p o n s e  to h ig h e r  p r i c e s  

f o r  g r e e n  co ffee  in  the  m id -1 9 5 0 's .  As a  r e s u l t  of the  f a s t e r  m a t u r a 

t ion  p e r io d  A f r ic a  p ro d u c e d  n e a r l y  43 p e r c e n t  of the  w o r ld 's  

e x p o r ta b le  g r e e n  co ffee  in  the  1 9 6 4 -6 5  c ro p  y e a r ,  as  c o m p a re d

93w ith  30 p e r c e n t  of w o r ld  o u tp u t  in  1 9 5 3 -5 4 .

In E a s t  A f r ic a ,  the  low a b s o lu te  p r i c e  e l a s t i c i t y  of d e m a n d

fo r  th a t  r e g io n 's  c o f fe e s  (w h ich  in c lu d e  a r a b i c a  and r o b u s t a  output)

p o s s ib ly  r e d u c e d  the a m o u n t  of f o r e ig n  ex c h a n g e  e a r n in g s  be low  the

le v e ls  w h ic h  cou ld  h a v e  b e e n  r e a c h e d  if the  re g io n  h ad  e x p o r te d

only  i t s  a u th o r iz e d  q u o ta s .

I ro n ic a l ly ,  E a s t  A f r i c a - - t h e  one m a j o r  co ffee  p ro d u c in g

re g io n  w ith  an in e la s t i c  d e m a n d  f o r  i t s  o v e r a l l  co ffee  e x p o r t s  and

th e  on ly  m a j o r  p ro d u c in g  a r e a  w i th  a  d e m a n d  e l a s t i c i t y  f o r  w h ich

94th e  o p e r a t io n a l  a s s u m p t io n  of th e  1962 A g r e e m e n t  w a s  v a l id  - -

93 P a n  A m e r ic a n  C offee  B u re a u ,  A nnual C offee  S t a t i s t i c s , 
1964, (New Y ork : P a n  A m e r i c a n  C offee  B u re a u ,  1965), p. 25.

94 The p r i c e  e l a s t i c i t y  of G u a te m a la ,  a l th o u g h  te c h n ic a l ly  
i n e la s t i c ,  i s  so c lo s e  to  u n i t a r y  e l a s t i c i t y  a s  to  b e  c o n s id e r e d  
u n i ta ry .
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w as  th e  re g io n  w h ic h  w a s  th e  m o s t  f l a g r a n t  v io l a to r  of q u o ta  

r e s t r i c t i o n s .  In 1964 th e  re g io n  e x p o r te d  112 p e r c e n t  of i t s  

a u th o r iz e d  quo ta ; in  1965 i t  sh ip p ed  1 36 p e r c e n t  of th e  le g a l  e x p o r t  

l im i t ;  and in 1966 th e  a r e a  so ld  1 62 p e r c e n t  o f  th e  A g r e e m e n t  

a l lo tm e n t  f o r  E a s t  Africa..

S tro n g  f e a r s  of a  c r i s i s  m a r k e t  f o r  r o b u s t a  g ro w th s

e n c o u ra g e d  s a l e s  on c o n s ig n m e n t  by  th e  n a t io n a l  m a rk e t in g  b o a r d s

d u r in g  th e  l a t t e r  p a r t  o f  th e  f o u r - y e a r  p e r io d .  Q u o ta  a l lo tm e n ts

and the  p r o te c t io n  of th e  1962 p a c t  w e r e  c o n s id e r e d  in a d e q u a te

s e c u r i t y  f o r  E a s t  A f r ic a n  t r a d e  i n t e r e s t s .  As an e x a m p le  of th is

d u m p in g  p r a c t i c e ,  U ganda  in  1964 s h ip p ed  ab o u t 20, 000 tons  of

r o b u s t a  co ffee  to  w e s t e r n  m a r k e t s  w ith o u t  any  f i r m  o f fe r  to  buy  

95p r e c e d in g  it. The 1962 A g r e e m e n t  d id  no t  h a v e  a  m e a s u r a b le  

e f fe c t  on E a s t  A f r ic a n  co ffee  r e v e n u e  b e tw e e n  1963 and 1966 

b e c a u s e  th e  re g io n  d id  no t a d h e r e  to  the  p a c t ' s  p r o v is io n s .

The p ro d u c in g  r e g io n  of W e s te rn  A f r i c a  d id  no t r e g u la te  

i t s  e x p o r t s  a c c o rd in g  to  A g r e e m e n t  r e s t r i c t i o n s .  The r a n k - s u m  

t e s t  of e s t im a te d  and  a c tu a l  r e v e n u e  fo r  th e  1 9 6 3 -1966  p e r io d  

s u p p o r t s  th e  v iew  th a t  W e s te rn  A f r ic a n  o f f e r in g s  of g r e e n  co ffee  

d u r in g  th is  t im e  w e r e  c o n s i s t e n t  w ith  the  m a r k e t  b e h a v io r  w h ich  

w ould  h av e  o c c u r r e d  in  th e  a b s e n c e  of th e  A g re e m e n t .

95 P a n  A m e r i c a n  C offee  B u re a u ,  A nnual C offee  S t a t i s t i c s , 
19 6 4 , (New Y ork : P a n  A m e r ic a n  Coffee B u re a u ,  1965), p. 26.
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F o r  two of the countries studied--Costa  Rica and Ethiopia-- 

com parisons between actual and estim ated revenue were not 

meaningful. F o r both of these countries, estimating equations 

were derived which did not adequately conform to the actual data 

on which the equations were based. The preceding section of this 

chapter discussed these equations in m ore detail.

However, some descriptive analyses can be offered for 

these two countries ' revenue perform ance over the f irs t  four years 

of the 1962 Agreement's operation. Costa Rican revenue suffered 

in the four-year  period because of severa l natural d isas te rs .  An 

infestation of red spiders and leaf m iner insects in the m ajor 

coffee producing areas  in 1965 damaged many producing trees . 

Drought during the 1963-64 growing season was followed by heavy 

rains during the harvest period. In 1965 and 1966 volcanic dust 

and sand from the volcano Irazu settled on many farm s in the 

Central Plateau area, and destroyed much of the crop. As a 

consequence of these many problem s, Costa Rica failed to ship the 

overall authorized quota during the period from 1963 through 1966, 

and revenue probably suffered as a d irec t result.

Ethiopia c learly  benefited from the Brazilian crop failures 

in 1964 and 1965. As indicated in Chapter II, the country 's coffee

I b i d . , p. 24.
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is  the  s a m e  g e n e r a l  ty p e  a s  th a t  g ro w n  in  B r a z i l - - u n w a s h e d  

a r a b i c a .  E th io p ia 's  un ique  w ild  co ffee  f o r e s t s  m a d e  p o s s ib le  a  

s u b s t a n t i a l  r e s p o n s e  to  the  h ig h e r  e x p o r t  p r i c e s  f o r  B r a z i l - t y p e  

co ffee  d u r in g  1964 and 1965. The h igh  a b s o lu te  p r i c e  e l a s t i c i t y  of 

d e m a n d  ( - 3 .7 0 )  fo r  the  co ffee  e x p o r t s  of E th io p ia  and th e  ev id e n c e  

of a  s t r o n g  c r o s s - e l a s t i c i t y  of d e m a n d  (See  T ab le  9) m a k e  it 

p ro b a b le  th a t  E th io p ia 's  co ffee  m a r k e t  i s  v e r y  c lo s e ly  t ie d  to  

B r a z i l i a n  o u tpu t and  c o ffee  p r i c e s .  T he  r e d u c t io n  in  E th io p ia n  

co ffee  s a l e s  in  1966 is  p ro b a b ly  r e l a t e d  to  B r a z i l ' s  r e t u r n  to  

n o r m a l  p r o d u c t io n  le v e l s  f r o m  i t s  tw o -y e a r  d e c l in e .

The r e la t io n s h ip  of th e  1962 A g r e e m e n t  to  E th io p ia  is  not 

c l e a r .  T he  c o u n t ry  d id  not a d h e r e  to the  p a c t ' s  e x p o r t  a l lo c a t io n s  

in  any of the  y e a r s  s tu d ie d .  C e r ta in ly  th e  in f lu e n c e  of B r a z i l i a n  

p ro d u c t io n  w a s  a  p r i m a r y  f a c t o r  in a f fe c t in g  th e  g r e e n  co ffee  s a l e s  

to  th e  U n ited  S ta te s  in  th i s  p e r io d .

On th e  b a s i s  of in v e s t ig a t io n  of b o th  d e s c r i p t i v e  and s t a t i s 

t i c a l  e v id e n c e  c o n c e rn in g  g r e e n  co ffee  r e v e n u e  f o r  the  e ig h t 

s e le c te d  p r o d u c in g  c o u n t r i e s ,  one c o n c lu d e s  th a t  th e  1962 I n t e r 

n a t io n a l  C offee  A g r e e m e n t  w a s  no t a  s ig n i f i c a n t  f a c t o r  in a ffec t in g  

co ffee  r e v e n u e  f r o m  s a l e s  to  th e  U nited  S ta te s  b e tw e e n  1963 and 

1966. S h a rp  r e d u c t io n s  in  B r a z i l i a n  co ffee  p ro d u c t io n  in  1964 and 

1 965, B r a z i l ' s  s t r o n g  in t e r n a l  p o l ic y  of v o lu n ta ry  co ffee  r e te n t io n .
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and C o lo m b ia 's  s u p p o r t in g  q u o ta  a d h e re n c e  s e e m  to a c c o u n t  f o r  

the  s h if ts  in  s h o r t - t e r m  co ffee  d e m a n d  and the  r e s u l t in g  c h an g e s  

in  r e v e n u e  a c c ru in g  to  the  w o r ld 's  m a jo r  coffee  p r o d u c e r s .

F lu c tu a t io n s  in  G re e n  Coffee P r i c e s  and Revenue

The g r e e n  co ffee  e x p o r t  q u o ta s  w h ich  w e r e  e s ta b l i s h e d  to 

i n c r e a s e  r e v e n u e  f r o m  w o r ld  co ffee  s a le s  w e r e  a lso  u s e d  to  

m o d e r a t e  f lu c tu a t io n s  in  co ffee  e x p o r t  p r i c e s .  The I n te rn a t io n a l  

C offee  O rg a n iz a t io n  a s s u m e d  th a t  to t a l  re v e n u e  f ro m  g r e e n  coffee  

s a l e s  f e l l  w hen  co ffee  e x p o r t  p r i c e s  d e c l in e d ,  and th a t  r e v e n u e  

r o s e  w hen  co ffee  p r i c e s  in c r e a s e d .  T h is  a s s u m p t io n  is  im p l ic i t  in 

th e  A g r e e m e n t ' s  e x p r e s s e d  a t t i tu d e  to w a rd  the  u n d e s i r a b i l i t y  of 

d e c l in e s  in g r e e n  c o ffee  e x p o r t  p r i c e s .

No s e r i o u s  c o n s id e r a t io n  in  th e  l i t e r a t u r e  of th e  1962 

I n te r n a t io n a l  C offee  A g re e m e n t  is  g iven  to  the p r o s p e c t  th a t  the  

d e m a n d  fo r  the  g r e e n  co ffee  of m a n y  m a jo r  p ro d u c in g  c o u n t r i e s  

m ig h t  be  p r i c e - e l a s t i c ,  and th a t  p r i c e  d e c l in e s  w ith in  an e x te n s iv e  

r a n g e  m ig h t  im p ro v e  g r e e n  co ffee  incom e . In th e  s u m m a r i e s  of 

I n te r n a t io n a l  C offee  O rg a n iz a t io n  p o l ic y  d e c i s io n s  (a s  d e s c r ib e d  in 

v a r io u s  i s s u e s  of A nnua l Coffee S t a t i s t i c s - - a  p u b l ic a t io n  of th e  P a n  

A m e r ic a n  C offee  B ureau )  t h e r e  is  no e x p l ic i t  t r e a t m e n t  of d em an d  

e l a s t i c i t y  and i t s  e f f e c t s  on g r e e n  coffee  incom e.
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A p r e s u m a b ly  knowledgeable s o u rc e ,  in te rv ie w e d  by  the  

w r i t e r  d u r in g  a  Ju ly , 1967, r e s e a r c h  t r i p  to  New Y o rk  and 

W ash ing ton , D. C. , in d ic a te d  th a t  th e  e co n o m ic  c o n c e p ts  w h ich  

w e r e  u s e d  to  im p le m e n t  th e  s h o r t - t e r m  o b je c t iv e s  of th e  1962 

A g re e m e n t  w e r e  l im i te d  to  th e  m o s t  e l e m e n t a r y  p r in c i p l e s  of 

supp ly  and d em an d ; (1) a  r e s t r i c t i o n  of the v o lu m e  of g r e e n  co ffee  

e x p o r ts  would c a u s e  co ffee  e x p o r t  p r i c e s  to i n c r e a s e ;  a  l i b e r a l i z a 

tion  of p e r m i s s i b l e  g r e e n  co ffee  e x p o r t s  w ould  te n d  to  d e p r e s s  

co ffee  e x p o r t  p r i c e s ;  (2) u n i t  p r i c e s  fo r  g r e e n  coffee  e x p o r t s  

w e r e  c o n s id e r e d  to  be  the  d e t e r m in a n t  of to t a l  r e v e n u e ;  th e  h ig h e r  

th e  u n it  p r i c e ,  th e  h ig h e r  e x p o r t  r e v e n u e  w ould  b e c o m e ;  (3) y e a r -  

t o - y e a r  f lu c tu a t io n s  in co ffee  p r i c e s  c a u s e d  y e a r - t o - y e a r  f lu c tu a t io n s  

in r e v e n u e  f r o m  g re e n  co ffee  s a le s .

The q u o ta  a d ju s tm e n t  s y s t e m  w a s  d e s ig n e d  to  m in im iz e

f lu c tu a t io n s  in  co ffee  e x p o r t  p r i c e s .  The a d ju s tm e n t  p r o c e s s  w as

b a s e d  on th e  m o v e m e n ts  of c e r t a in  co ffee  e x p o r t  p r i c e s  in  the  New

97
Y o rk  e x p o r t  m a rk e t .

97 A d a i ly  in d i c a to r  p r i c e  f o r  g r e e n  co ffee  e x p o r t s  to  the  New 
Y o rk  m a r k e t  w a s  d e r iv e d  by c a lc u la t in g  the  a r i t h m e t i c  m e a n  of the  
m e a n s  of the  p r i c e s  of t h r e e  g ro u p s  of c o f fee :  m i ld  a r a b i c a s  (as  
r e p r e s e n t e d  by  c e r t a in  c o f fe e s  f r o m  E l  S a lv a d o r ,  G u a te m a la ,  M exico , 
and C o lom bia) ;  u n w ash ed  a r a b i c a s ,  r e p r e s e n t e d  by  a  s in g le  B r a z i l i a n  
v a r i e ty ;  and r o b u s ta s  (a s  r e p r e s e n t e d  by  c o f fe e s  f r o m  A ngola, Iv o ry  
C o as t ,  and U ganda). B e c a u s e  of th e  m e th o d  of c a lc u la t in g  the  A g re e 
m e n t  in d ic a to r  p r i c e ,  B r a z i l i a n  co ffee  p r i c e  f lu c tu a t io n s  w e r e  g iven  
by f a r  the  h e a v i e s t  w e ig h t  in e s ta b l i s h in g  p r i c e  in d i c a to r  t r e n d s .  See 
P a n  A m e r ic a n  C offee  B u re a u ,  A nnual C offee S ta t i s t i c s ,  1965 , (New 
Y ork : P a n  A m e r ic a n  Coffee B u re a u ,  1966), p. 16.
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F o r  th is  s tudy , v a r i a t i o n s  in  y e a r - t o - y e a r  a v e r a g e  an n u a l  

e x p o r t  p r i c e s  b e tw e e n  1963 and 1966 w e r e  c o m p a re d  w ith  v a r i a t io n s  

in  e x p o r t  p r i c e s  d u r in g  the  p r e v io u s  f o u r - y e a r  p e r io d  (1959-1962) to  

d e t e r m in e  th e  d i f f e r e n c e s  in the  am o u n t  of v a r ia t io n ,  if  any, b e tw e e n  

the  two p e r io d s .  The F - r a t i o  t e s t  of v a r i a n c e  w a s  u s e d  to  d e t e r m in e  

the  s t a t i s t i c a l  s ig n i f ic a n c e  o f  the  d i f f e r e n c e s  in p r i c e  f lu c tu a t io n s  

(See  T ab le  1 6).

C o m p a re d  w ith  the  p r e v io u s  f o u r - y e a r  p e r io d ,  th e  1963- 

1966 a v e r a g e  e x p o r t  p r i c e s  f o r  to t a l  g r e e n  co ffee  s a le s  to  the

98
U nited  S ta te s  d e m o n s t r a t e d  s ig n if ic a n t ly  l e s s  p r i c e  v a r ia t io n .

The c o m p a r a t i v e  s ta b i l i ty  of co ffee  e x p o r t  p r i c e s  is  r e l a t e d  to  the  

s ig n i f ic a n t ly  m o r e  s ta b le  p r i c e s  of B r a z i l i a n  g r e e n  co ffee  e x p o r ts .  

T h e re  i s  l i t t l e  e v id e n c e  th a t  th e  1962 A g r e e m e n t  w a s  r e s p o n s ib l e  

f o r  the s ta b i l i ty  of B r a z i l i a n  p r i c e s ;  B r a z i l  d id  no t sh ip  h e r  

a u th o r i z e d  q u o ta  in  any y e a r  e x c e p t  1966. C h an g es  in  B r a z i l ' s  

q u o ta s ,  t h e r e f o r e ,  a r e  u n l ik e ly  to  h a v e  a f fe c te d  th a t  n a t io n 's  a c tu a l  

o f f e r in g s  of co ffee  o r  i t s  e x p o r t  p r i c e s .

The s ta b i l i ty  of B r a z i l i a n  co f fe e  p r i c e s  w a s  p ro b a b ly  a  

m a j o r  f a c t o r  in the r e d u c t io n  of p r i c e  f lu c tu a t io n s  f o r  s u b s t i tu te  

v a r i e t i e s - - t h e  m ild  a r a b i c a s  of C o lo m b ia  and  C e n t r a l  A m e r ic a .

98 A  d i f f e r e n c e  in  v a r i a n c e s  b e tw e e n  th e  two p e r io d s  w as  
c o n s id e r e d  s ig n i f ic a n t  i f  th e  F - r a t i o  t e s t  w a s  s ig n i f ic a n t  a t  the  
0. 05 lev e l .



T A B L E  1 6

MEASURES OF VARIATION IN AVERAGE ANNUAL BAG PRICE OF UNITED STATES GREEN 
COFFEE PURCHASES FROM SELECTED PRODUCING COUNTRIES, BY COUNTRY, BASED

ON 1959-1962 AND 1963-1966 DATA‘S

Country
Standard Deviation (U. S. Dollars per 60 Kg. Bag)

1959-1962 Prices 1963-1966 Prices F-Ratio^

Total purchases 2.12 0.43 24.73b
Brazil 1.25 0.22 31.22*̂
Colombia 2.26 1.54 2.15

Costa Rica 2.76 1.28 4.66
El Salvador 2.48 1.10 5.11

Guatemala 2.26 0.70 10.30
Ethiopia 1.45 1.41 1.05
East Africâ 2.28 1.92 1.41

Western Africa^ 1.66 1.36 1.50

insO

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.
^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper 
Volta, Mauritania, and Niger (1960 through 1966).

^The F-ratio is the variance of the 1959-1962 average annual green coffee bag price divided by the variance of the 1963-1966 bag price; 
degrees of freedom are 3 and 3 respectively.

^F-ratio test of the hypothesis that there is no significant difference between the relevant variances (i. e . , that the data in the two samples 
are drawn from the same population) is rejected at the 0.05 level. The earlier period's price data shows more variation than the 1963- 
1966 price data.

"̂ Source: Standard Deviations and F-ratio tests were calculated from U. S. Department of Commerce data, using an EDP-processed 
program.
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None of th e s e  c o u n t r i e s - - C o lo m b ia ,  C o s ta  R ica ,  E l  S a lv a d o r ,  o r  

G u a te m a la - - h a d  s ig n i f i c a n t ly  lo w e r  p r i c e  f lu c tu a t io n s  d u r in g  the  

p e r io d  s tu d ie d ,  b u t  t h e r e  w e r e  r e d u c t io n s  in  p r i c e  v a r i a t i o n s .

Only C o lo m b ia  sh ip p e d  g r e e n  co ffee  in  am o u n ts  w h ich  

a p p ro x im a te d  the  a u th o r iz e d  q u o ta s .  The C e n t r a l  A m e r ic a n  

p r o d u c e r s  te n d e d  to ig n o r e  r e s t r i c t i o n s  on e x p o r ts  im p o s e d  by th e  

I n te r n a t io n a l  Coffee O rg a n iz a t io n .  It w ould t h e r e f o r e  b e  d i f f ic u l t  

to  a t t r ib u t e  the  lo w e r  p r i c e  v a r i a t i o n s  to  A g re e m e n t  p o l i c ie s .

Y e a r - to -y e a r  f lu c tu a t io n s  in A f r ic a n  co ffee  e x p o r t  p r i c e s  

w e r e  v e r y  l i t t l e  a f fe c te d  by e i t h e r  th e  B r a z i l i a n  p ro d u c t io n  s h o r t 

f a l l s  o r  the  A g r e e m e n t  q u o ta  a d ju s tm e n ts .  The v a r i a t i o n s  in  1963- 

1966 e x p o r t  p r i c e s  f o r  E th io p ia ,  E a s t  A f r ic a ,  and W e s te r n  A f r i c a  

w e r e  v e r y  c lo s e  to  t h e i r  r e s p e c t i v e  l e v e l s  d u r in g  the 1 9 5 9 -1 9 6 2  

p e r io d .  L ik e  the  C e n t r a l  A m e r ic a n  p r o d u c e r s ,  th e  A f r ic a n  

p r o d u c e r s  w h ic h  w e r e  s tu d ie d  r e n d e r e d  q u o ta  a d ju s tm e n ts  and 

p r i c e  " f in e  tu n in g "  by  th e  A g r e e m e n t  u s e l e s s  th ro u g h  p e r s i s t e n t  

q u o ta  e v a s io n s .

One c o n c lu d e s  th a t ,  a l th o u g h  f lu c tu a t io n s  in  s o m e  g r e e n  

co ffee  e x p o r t  p r i c e s  w e r e  r e d u c e d  d u r in g  th e  1963 to  1966 p e r io d ,  

m o s t  of th e  s t a b i l i ty  w a s  c a u s e d  by th e  r e d u c e d  co ffee  ou tpu t and 

th e  v o lu n ta ry  r e te n t io n  p r o g r a m  in  B ra z i l ;  and w a s  no t  c a u s e d  by 

th e  A g r e e m e n t  q u o ta  a d j u s t m e n t  p r o c e s s .  In  v ie w  of th e  w id e s p r e a d
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f a i l u r e s  am ong  the  s e le c te d  p ro d u c in g  c o u n t r i e s  to a d h e re  to  q u o ta  

l e v e l s ,  one m a y  a lso  s u g g e s t  th a t  th e  a b i l i ty  of th e  1962 p a c t  to 

r e g u la te  p r i c e s  in a  w ay  th a t  r e d u c e s  t h e i r  y e a r - to - y e a r  v a r ia t io n s  

w a s  no t a d e q u a te ly  te s t e d  in th i s  p e r io d .

Though f l u c t u a t i o n s  in  co ffee  e x p o r t  p r i c e s  w e r e  so m ew h a t 

s m a l l e r  in  the  1963-1966  t im e s p a n ,  v a r i a t i o n s  in re v e n u e  f ro m  

g r e e n  co ffee  s a l e s  of th e  s e le c te d  p r o d u c e r s  te n d ed  to  in c r e a s e  

(S ee  T a b le  17). C o lom bia ,  C o s ta  R ica ,  E th io p ia ,  and E a s t  A f r ic a  

h ad  y e a r - t o - y e a r  f lu c tu a t io n s  in  r e v e n u e  f r o m  coffee  s a le s  to the  

U n ited  S ta te s  w h ich  w e r e  h ig h e r  than  the  p r e v io u s  f o u r - y e a r  p e r io d ,  

th o u g h  th e  i n c r e a s e d  v a r i a t i o n  w a s  no t s t a t i s t i c a l l y  s ig n if ic a n t ,  

G u a te m a la  and W e s te rn  A f r i c a  h a d  s ig n if ic a n t ly  h ig h e r  

r e v e n u e  f lu c tu a t io n s  in  th e  1 9 6 3 -1 9 6 6  p e r io d  th a n  d u r in g  1959-1962 . 

B o th  of th e s e  c o u n t r i e s  a lso  i n c r e a s e d  t h e i r  le v e l  of e x p o r ts  con

s i d e r a b l y  d u r in g  th e  p e r io d .  It a p p e a r s  th a t  th e  h ig h e r  le v e l s  of 

e x p o r t s  a l s o  w a s  a c c o m p a n ie d  by h ig h e r  a b s o lu te  y e a r - to - y e a r  

c h a n g e s  in  e x p o r t s ,  w h ich  in  t u r n  i n c r e a s e d  r e v e n u e  f lu c tu a tio n s .

Only B r a z i l  and E l  S a lv a d o r  h ad  lo w e r  v a r i a t io n s  in  rev en u e  

f r o m  co ffee  s a l e s  to  th e  U n ited  S ta te s  f r o m  1963 th ro u g h  1966, a s  

c o m p a r e d  w ith  1 9 5 9 -1 9 6 2 ,  B e c a u s e  of the r e d u c e d  f lu c tu a t io n s  in 

th e  q u a n t i ty  of e x p o r t s ,  and a  r e d u c e d  v a r i a t i o n  in  p r i c e s  f o r  the 

tw o n a t io n s ,  th e  y e a r - t o - y e a r  c h a n g e s  in co ffee  re v e n u e  w e r e  a lso  

d e c r e a s e d .  The p r e d o m in a n c e  of B r a z i l i a n  re v e n u e  in w o r ld  coffee
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measures of variation in annual revenue from green coffee sales 
TO THE UNITED STATES OF SELECTED PRODUCING COUNTRIES,

BY COUNTRY, BASED ON 1959-1962 AND 1963-1966 DATA‘S

Country
Standard Deviation (Thousands of U. S. Dollaisl 

1959-1962 Revenue 1963-1966 Revenue 4-Year F-Ratio^

Total sales ̂ 13, 867 1,730 64.27b

Brazil 19,062 9,044 4.44
Colombia 12,089 18,646 0.42

Costa Rica 965 1,158 0.70

El Salvador 4, i42 2,046 4.10

Guatemala 998 5,224 0.04*=

Ethiopia 2,012 2,764 0.53
East Africa^ 3,432 6,994 0.24
Western Africa^ 746 6,935 0.01*=

(T-
N

1Total sales of green coffee to the United States by all producing countries.

East Africa comprises the countries of Uganda, Kenya, and Tanzania.

^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, 
Upper Volta, Mauritania, and Niger ( 1960 through 1966).

®The F-ratio is the variance of the 1959-1962 annual revenue from green coffee sales to the United Static divided by the variance 
of the 1963-1966 annual revenue from such sales, degrees of freedom are 3 and 3 respectively.
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^The F-ratio test of the hypothesis that there is no significant difference between the relevant variances (i. e . , that the data 
in the two samples are drawn from the same population) is rejected at the 0.05 level. The earlier period's revenue data 
shows more variation than the 1963-1966 revenue data.

*̂ The F-ratio test of the null hypothesis (see *b' above) is rejected at the 0.05 level. The earlier period's revenue data indi
cated less variation than the 1963-1966 revenue data.

"̂ Source: Standard deviations and F-ratio tests were calculated from U. S. Department of Commerce data, using an EDP- 
processed program.



164

s a l e s  w as  r e f l e c te d  in th e  s ig n i f i c a n t ly  lo w e r  f lu c tu a t io n s  of to t a l  

g r e e n  co ffee  r e v e n u e  d u r in g  the  19 6 3 -1 9 6 6  p e r io d .

A lthough  i n t e r - y e a r  p r i c e  s ta b i l i ty  i s  im p o r ta n t  to  the  

in d iv id u a l  co ffee  p r o d u c e r  w ith in  a  g iven  c o u n t ry  a s  the  m e a n s  by 

w h ic h  h is  own incom e i s  s ta b i l i z e d ,  i n t e r - y e a r  r e v e n u e  s ta b i l i ty  

i s  p ro b a b ly  m o r e  im p o r t a n t  to  the n a t io n a l  d e v e lo p m e n t  p la n  o f  the  

p ro d u c in g  c o u n try .  Y e a r - to - y e a r  re v e n u e  f lu c tu a t io n s  of a  n a t io n 's  

m a j o r  e x p o r t  p ro d u c t  m ^ k e  p la n n in g  and im p le m e n ta t io n  of a  long 

ra n g e  d e v e lo p m e n t  p r o g r a m  v e r y  d if f icu l t .

The f lu c tu a t io n s  in  e x p o r t s  f r o m  the  s e le c te d  p ro d u c in g  

c o u n t r i e s  f r o m  1963 th ro u g h  1966 a g g r a v a te d  fo r e ig n  e x c h a n g e  

v a r i a t i o n s .  The 1962 I n t e r n a t io n a l  C offee  A g r e e m e n t  i s  p ro b a b ly  

no t r e s p o n s ib l e  f o r  the  i n c r e a s e d  v a r i a t i o n  in  c o f fee  e a r n in g s ;  

a l th o u g h  to  th e  e x te n t  th a t  the  A g r e e m e n t  s u c c e e d e d  in  c h an g in g  

a c tu a l  co ffee  e x p o r t  s h ip m e n ts  th ro u g h  q u o ta  a d ju s tm e n t s ,  it  m a y  

h a v e  c o n t r ib u te d  to  g r e a t e r  v a r i a t i o n s  in  co ffee  e x p o r t s  and e x p o r t  

r e v e n u e  th a n  w ould  h a v e  p r e v a i l e d  w ith o u t  i t s  o p e ra t io n .



C H A P T E R  V I

SUMMARY AND CONCLUSIONS

S u m m a ry

I r  1962 , e ig h t  y e a r s  of i n t e r n a t i o n a l  c o n f e r e n c e s ,  u n i l a t e r a l  

c o f fe e  r e te n t io n  p r o g r a m s ,  and m u l t i l a t e r a l  p r o d u c e r  a g r e e m e n t s  

c u lm in a te d  in the  adop tion  of the  I n t e r n a t io n a l  C offee A g r e e m e n t  of 

1962 . The s h o r t - t e r m  o b je c t iv e s  of the  A g r e e m e n t  w e r e  tu i n c r e a s e  

e a r n i n g s  f r o m  g r e e n  co ffee  s a l e s  f o r  i t s  m e m b e r - p r o d u c in g  co u n 

t r i e s ,  and  to  r e d u c e  y e a r - t o - y e a r  f lu c tu a t io n s  in  th e  e x p o r t  p r i c e s  

of g r e e n  co ffee .

The s h o r t - t e r m - g o a l s  of th e  a c c o r d  w e r e  to  b e  a c c o m p l i s h e d  

th r o u g h  a  s y s t e m a t i c  r e s t r i c t i o n  of th e  g r e e n  co ffee  supply . The 

I n te r n a t io n a l  C offee O rg a n iz a t io n ,  p o l i c y - m a k in g  o rg a n  of th e  1962 

p a c t ,  w a s  to  d e t e r m in e  a  q u o ta  of th e  an n u a l  e x p o r t s  of g r e e n  co ffee  

w h ic h  cou ld  b e  a b s o r b e d  by  th e  w o r l d ' s  w h o le s a le  co ffee  m a r k e t s  

a t  " e q u i t a b le "  p r i c e s .  The b a s i c  a n n u a l  q u o ta  w a s  th e n  d iv ided  

a m o n g  the  A g r e e m e n t 's  m e m b e r - p r o d u c i n g  n a t io n s ,  who a g re e d  

no t to  sh ip  m o r e  than  th e  a m o u n ts  of g r e e n  co ffee  e x p o r t s  a l lo t te d  

to  e a c h  of th e m .
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W ith o v e r  95 p e r c e n t  of the  w o r ld 's  e x p o r ta b le  g r e e n  coffee  

supp ly  th u s  r e g u la te d  th ro u g h  th e  37 p ro d u c in g  c o u n t r i e s  w h ich  w e r e  

s ig n a t o r i e s  of the  A g re e m e n t ,  the  c o n t ro l  o v e r  to t a l  co ffee  m a r k e t 

in g s  t h e o r e t i c a l l y  w a s  c o n s id e r a b le .  The f a c t  th a t  22 co ffee-  

im p o r t in g  c o u n t r i e s  w e r e  a l s o  m e m b e r s  of th e  1962 co ffee  p a c t  

s t r e n g th e n e d  the  p o s s i b i l i t y  of e n f o r c e m e n t  of g r e e n  co ffee  e x p o r t  

q u o ta s .  The m e m b e r - c o n s u m i n g  n a t io n s  w e r e  to  l im i t  im p o r t s  of 

g r e e n  c o ffee  f r o m  n o n - m e m b e r  p r o d u c e r s  and to  p r o h ib i t  the  

p u r c h a s e  of m e m b e r s '  g r e e n  co ffee  e x p o r t s  w h ic h  w e r e  no t  a u th o r 

iz ed  by the  I n t e r n a t io n a l  C offee O rg a n iz a t io n .

The n eed  f o r  in t e r n a t i o n a l  c o l le c t iv e  a c t io n  g re w  ou t of 

in d iv id u a l  n a t io n s '  f a i l u r e  to  cope  w ith  a  tw o-fold  co ffee  p ro b le m .  

F i r s t ,  y e a r - t o - y e a r  f lu c tu a t io n s  in  o u tpu t c a u s e  s h a r p  v a r i a t io n s  

in  g r e e n  co ffee  e x p o r t  p r i c e s  and re v e n u e .  T h e s e  c y c l i c a l  f lu c tu a 

t io n s  w e r e  c a u s e d  b y  th e  n a t u r a l  b e a r i n g  c y c le  of the  c o ffee  t r e e s  

th e m s e lv e s .  A  l a r g e  co ffee  c r o p  i s  a l m o s t  in e v i ta b ly  fo llow ed  by 

a  s m a l l  y ie ld  in  th e  fo llow ing  y e a r .

Second, f a v o r a b l e  c o n d i t io n s  f o r  g r e e n  co ffee  p ro d u c t io n

o o
e x i s t  in  a  l a r g e  n u m b e r  of r e g io n s  b e tw e e n  25 N o r th  and 30

South  la t i tu d e .  E x p a n s io n  of co ffee  ou tpu t i s  t h e r e f o r e  r e l a t iv e ly

e a s y ,  and p r o d u c t io n  i n c r e a s e d  s u b s ta n t i a l ly  in  the  l a s t  decad e .

T he fa i lu re  of th e  t r a d i t i o n a l  c o n s u m in g  m a r k e t s  in W e s te rn
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E u r o p e  and the  U nited  S ta te s  to a b s o rb  the  e x t r a  ou tpu t a t  e x is t in g  

m a r k e t  p r i c e s  led  to  a  s e c u la r  d e c l in e  in  co ffee  p r i c e s  and rev en u e .  

The need  to r e s t r i c t  th e  output of co ffee  on an in te r n a t io n a l  b a s i s  

r e q u i r e d  the  b ro a d  a u th o r i ty  of an in t e r n a t io n a l  m u l t i l a t e r a l

a g r e e m e n t .

The h ig h ly  d i f f e r e n t ia t e d  n a tu r e  of th e  coffee  p ro d u c t ,  and 

the  s e g m e n te d  c h a r a c t e r  of the  e x p o r t  m a r k e t  f o r  co ffee  m a d e  th e  

adop tion  of a  u n iv e r s a l ly  a c c e p ta b le  c o n t ro l  s c h e m e  d iff icu lt .  The 

A f r ic a n  p r o d u c e r s  who w e r e  en joy ing  a  r a p id  g ro w th  in  the  d em an d  

f o r  r o b u s ta  co ffee  w e r e  r e lu c ta n t  to  a c c e d e  to  a  r e s t r i c t i v e  q u o ta  

p r o g r a m .  A lso , p r o b le m s  of c o n t ro l - - in v o lv in g  bo th  im p o te n t  

d o m e s t ic  r e g u la to r y  a g e n c ie s  in  p ro d u c in g  c o u n t r i e s  and  th e  

c o n t in u in g  p o s s ib i l i ty  of c l a n d e s t in e  t r a n s s h i p m e n t s  th ro u g h  non

q u o ta  c o u n t r i e s  to avoid  e x p o r t  d i s c l o s u r e - - p l a g u e d  m a n y  of the  

r e g io n a l  p a c t s  w h ich  w e r e  e s ta b l i s h e d  in  th e  1 9 5 0 's.

The ro a d  w as  no t c l e a r  to  the  e s t a b l i s h m e n t  of an  e n f o r c e 

ab le  i n t e r n a t io n a l  a g r e e m e n t  u n t i l  the  U n ited  S ta te s  r e la x e d  i t s  

a n ta g o n is m  to  co m m o d ity  p a c t s  in  1958. In a  s e r i e s  of p o licy  

s t a t e m e n t s  th e  U nited  S ta te s  in d ic a te d  i t s  w i l l in g n e s s  to  c o o p e ra te  

in  f ind ing  so lu t io n s  to  the  p r o b le m s  of v io le n t  f lu c tu a t io n s  in e x p o r t  

p r i c e s  and r e v e n u e ,  a s  w e l l  a s  h e lp in g  to  a b a te  th e  s e c u l a r  d e c l in e  

in  f o r e ig n  ex ch a n g e  e a rn in g s  f r o m  co ffee  s a le s .
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The 1962 I n te rn a t io n a l  Coffee A g re e m e n t  w as  unique 

b e c a u s e  of th e  e x p l ic i t  c o o p e ra t io n  of the m a jo r  c o f f e e - im p o r t in g  

c o u n t r i e s .  The A g r e e m e n t  a lso  sough t to re d u c e  the p o s s i b i l i t i e s  

of q u o ta  e v a s io n  by in s t i tu t in g  a  s y s t e m  of bag  m a rk in g  and r e q u i r 

ing a l l  c e r t i f i e d  e x p o r t s  to  b e  a c c o m p a n ie d  by c e r t i f i c a t e s - o f -  

o r ig in .  L ik e  e a r l i e r  a g r e e m e n ts ,  the  1962 a c c o rd  a t te m p te d  to 

s t im u la te  s a l e s  of g r e e n  co ffee  by  e n c o u ra g in g  in c r e a s e d  r e t a i l  

co ffee  c o n s u m p t io n  th ro u g h  p r o d u c e r - f in a n c e d  m e d ia  p r o m o t io n a l  

a c t iv i ty .

The A g r e e m e n t ' s  m a j a r  s h o r t - t e r m  g o a ls ,  h o w e v e r ,  w e r e  

to  d am p e n  g r e e n  co ffee  e x p o r t  p r i c e  f lu c tu a t io n s  and to i n c r e a s e  

g r a d u a l ly  th e  r e v e n u e  f r o m  co ffee  s a le s .  I t  w a s  the  in te n t  of th i s  

s tu d y  to  in v e s t ig a te  th e s e  two s h o r t - r u n  o b je c t iv e s .

The e v a lu a t io n  of r e d u c e d  e x p o r t  p r i c e  v a r i a t io n  w a s  

c o m p a r a t iv e ly  e a sy .  The e x p o r t  p r i c e  v a r i a n c e  f o r  the  f o u r - y e a r  

p e r io d  p r i o r  to  th e  im p le m e n ta t io n  of the  1962 A g re e m e n t  w a s  

c o m p a r e d  w i th  th e  v a r i a n c e  in  th e  fo u r  y e a r s  a f te r  th e  adop tion  of 

th e  pac t .  Any s ig n i f ic a n t  d i f f e r e n c e s  in  the  two v a r i a n c e s  (a s  

d e t e r m in e d  by F - r a t i o  te s t s )  w e r e  then  an a ly z e d  f o r  e co n o m ic  

c a u s e s .

A t t r ib u t io n  of c a u s e s  f o r  c h an g e s  in  th e  m a g n i tu d e  of g r e e n  

co ffee  e x p o r t  e a r n in g s ,  h o w e v e r ,  r e q u i r e d  th e  c o n s t r u c t io n  of a  

s t a t i s t i c a l  m o d e l  to c a lc u la te  g r e e n  co ffee  in c o m e  f o r  th e  s e le c te d
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p ro d u c in g  n a t io n s  on th e  b a s i s  of co ffee  p ro d u c t io n  le v e ls .  The 

m o d e l  w as  then  u se d  to  g e n e r a te  e s t i m a t e s  of g r e e n  co ffee  re v e n u e  

f o r  1963 th ro u g h  1966 w h ic h  w e r e  b a s e d  on the  o b s e rv e d  sycLem ic 

b e h a v io r  of the  p e r io d  f r o m  1953 th ro u g h  1962. T h e s e  1963-1966  

e s t i m a t e s  w e r e  c o m p a re d  w ith  th e  a c tu a l  r e v e n u e  f r o m  g re e n  co ffee  

e x p o r t s  to  the  U nited  S ta te s  fo r  th e  s a m e  p e r io d .  Any s t a t i s t i c a l l y  

s ig n i f ic a n t  d i f f e r e n c e s  in  a c tu a l  and e s t i m a t e d  s a le s  (a s  d e t e r m in e d  

by n o n p a r a m e t r i c  r a n k - s u m  te s t s )  w e r e  th e n  e v a lu a te d  to  d e t e r 

m in e  the  ec o n o m ic  ju s t i f i c a t io n  f o r  th e  s t a t i s t i c a l  d i f f e re n c e .

C o n c lu s io n s

The e v a lu a t io n  of th e  s h o r t - t e r m  o b je c t iv e s  of th e  1962 

I n te r n a t io n a l  A g re e m e n t  in d ica te s  th a t  t h e r e  i s  no e v id e n c e  th a t  th e  

A g r e e m e n t  p o l i c ie s  d i r e c t l y  c o n t r ib u te d  to  any s ig n if ic a n t  i n c r e a s e  

in  g r e e n  co ffee  r e v e n u e  f r o m  s a l e s  to  th e  U n ited  S ta te s  fo r  any of 

th e  e ig h t  p ro d u c in g  c o u n t r i e s  s tu d ie d .  A lthough  y e a r - t o - y e a r  

v a r i a t i o n s  in  g r e e n  co ffee  e x p o r t  p r i c e s  w e r e  s m a l l e r  d u r in g  the  

19 6 3 -1966  p e r io d ,  th i s  r e d u c t io n  c a n n o t  b e  t r a c e d  to  the o p e ra t io n  

of th e  A g re e m e n t .

D u r in g  th e  f o u r - y e a r  p e r io d  c o v e re d  b y  th i s  s tudy , f lu c tu a 

t io n s  in  g r e e n  co ffee  r e v e n u e  i n c r e a s e d  in  s ix  of th e  e ig h t c o u n t r i e s -  

C o lo m b ia ,  C o s ta  R ica , G u a te m a la ,  E th io p ia ,  E a s t  A f r ic a ,  and 

W e s te r n  A fr ic a ,  In G u a te m a la  and W e s te r n  A f r ic a ,  1963-1966  

c o f fe e  in c o m e  f lu c tu a t io n s  w e r e  s ig n i f ic a n t ly  above p r i o r  le v e ls .
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In g e n e r a l ,  th o s e  c o u n t r i e s  w h ich  show ed  c o n s id e r a b le  

i n c r e a s e s  in r e v e n u e  w e r e  the  n a t io n s  w h ic h  p a id  l i t t l e  o r  no a t te n 

tion  to  the  q u o ta s  e s ta b l i s h e d  by th e  A g re e m e n t ,  o r  to  w h o m  

g e n e ro u s  a l lo tm e n ts  w e r e  m a d e  f o r  e x p o r t s .  E l  S a lv a d o r  and 

G u a te m a la  s u c c e e d e d  in g a r n e r i n g  m o d e s t  i n c r e a s e s  in e a r n in g s  

th ro u g h  q u o ta  v io la t io n s .  W e s te rn  A f r i c a  s h ip p e d  a  l a r g e  and 

in c r e a s in g  a m o u n t  of g r e e n  co ffee  in  q u a n t i t i e s  w h ich  c lo s e ly  

a p p ro x im a te d  the  n a t io n 's  r a p id  i n c r e a s e  in  e x p o r ta b le  p ro d u c t io n .

The d o m in a n t  b e h a v i o r a l  c h a r a c t e r i s t i c s  of the  co ffee  

in d u s t r y  w h ich  w e r e  e s ta b l i s h e d  by th e  p r e s e n t  s tu d y  w e r e  the  

p e r f e c t ly  p r i c e - i n e l a s t i c  n a tu r e  of g r e e n  co ffee  e x p o r t  o f f e r in g s  in 

th e  w o r ld  m a r k e t  and  the  r a t h e r  h igh  p r i e  e - e l a s t i c i t y  of d e m a n d  fo r  

g r e e n  c o f fee  e x p o r t s .

The s t a t i s t i c a l  a n a ly s i s  of th e  co ffee  i n d u s t r i e s  of the  e ig h t  

s e l e c te d  p ro d u c in g  n a t io n s  r e v e a le d  th a t ,  in  g e n e r a l ,  co ffee  f a r m e r s  

te n d e d  to  o f fe r  th e  s a m e  p r o p o r t i o n  of to t a l  e x p o r ta b le  g r e e n  co ffee  

p ro d u c t io n  to  w o r ld  m a r k e t s  and to  th e  U nited  S ta te s ,  r e g a r d l e s s  

of g r e e n  c o f fee  e x p o r t  p r i c e s .  An e x a m in a t io n  of the  ty p i c a l  coffee  

in d u s t r y  s t r u c t u r e  p ro v id e d  th e  u n d e r ly in g  r a t i o n a l e  fo r  th i s  r e s u l t .  

The c h a r a c t e r i s t i c  " p r i c e - t a k e r "  p o s i t io n  of th e  m a n y  s m a l l  

p r o d u c e r s  of co ffee ,  the  h ig h  p r o p o r t i o n  of f ix ed  c o s t s  a s s o c ia t e d  

w ith  co ffee  p ro d u c t io n ,  in a d e q u a te  co ffee  s to r a g e  f a c i l i t i e s ,  an 

in a p p r o p r i a t e  c l im a te  f o r  l o n g - t e r m  co ffee  s to r a g e ,  a  l a c k  of
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a g r a r i a n  c r e d i t  f a c i l i t i e s  to  f in a n c e  c o ffee  r e te n t io n  p r o g r a m s ,  

and the  p r e s s i n g  n eed s  of th e  p r o d u c in g  c o u n t ry  f o r  fo r e ig n  

e x c h a n g e  r e c e ip t s  c r e a t e  e x t r a o r d i n a r y  p r e s s u r e s  to  s e l l  the  

g r e e n  co ffee  qu ick ly ,  w ith o u t  r e g a r d  to  e x p o r t  p r ic e .  A lthough  

in d iv id u a l  c o u n t r i e s ,  m o s t  n o ta b ly  B r a z i l  and C o lo m b ia ,  h av e  

in s t i tu te d  f a i r l y  v ig o ro u s  r e t e n t io n  p r o g r a m s  w h ic h  m o d ify  the  

fo re g o in g  g e n e r a l i z a t io n s ,  a  p e r f e c t l y  p r i c e - i n e l a s t i c  supp ly  of 

g r e e n  co ffee  s e e m s  to  p r e v a i l .

On the  o th e r  hand , th e  d e m a n d  f o r  g r e e n  co ffee  e x p o r t s  is  

q u i te  p r i c e - e l a s t i c - - t h e  p r i c e - e l a s t i c i t y  of d e m a n d  f o r  a l l  co ffee  

e x p o r t s  sh ip p ed  to  the  U n i te d  S ta te s  is  ab o u t - 1 .  34. The r a t h e r  

h ig h  a b s o lu te  v a lu e  of th e  e l a s t i c i t y  c o e f f ic ie n t  is  p ro b a b ly  due to  

th e  s to r a g e  c a p a b i l i ty  in  th e  t e m p e r a t e  c l im a t e s  of the  co n su m in g  

c o u n t r i e s  and the  c o n s id e r a b le  f in a n c in g  c a p a b i l i t i e s  of w h o le s a le  

g r e e n  c o f fe e  i m p o r t e r s .  T he  a b i l i ty  to  b u ild  up s to c k s  in p e r io d s  

of low p r i c e s  and to  r e d u c e  s to c k s  of a c c u m u la te d  g r e e n  co ffee  

d u r in g  p e r io d s  of r e l a t i v e l y  h ig h  e x p o r t  p r i c e s  i n c r e a s e s  th e  

r e s p o n s i v e n e s s  of i m p o r t e r s  to  ch an g in g  g r e e n  c o ffee  p r i c e s .

The p r i c e - e l a s t i c i t y  o f  d e m a n d  a l s o  show ed  a  c o n s id e r a b le  

r a n g e  of v a r i a t i o n  am o n g  th e  v a r io u s  p ro d u c in g  c o u n t r i e s  s tu d ie d - - 

f r o m  -0 .  71 to  - 4 ,  94. T h is  v a r i a t i o n  in d ic a te s  bo th  th e  d e g r e e  of 

p r o d u c t  d i f f e r e n t ia t io n  w h ic h  c h a r a c t e r i z e s  the  co ffee  in d u s t r y  and
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th e  o p p o r tu n i t ie s  th a t  im p o r t e r s  h a v e  to  s u b s t i tu t e  am ong  co ffee  

v a r i e t i e s  and b e tw e e n  p ro d u c in g  c o u n t r i e s  to  ta k e  ad v an tag e  of 

p r i c e  d i f f e r e n t ia l s .

The im p l ic a t io n s  of th e  r e s e a r c h  on g r e e n  co ffee  e x p o r t  

d e m a n d  e l a s t i c i t i e s  f o r  the  p o l ic ie s  of the  I n te r n a t io n a l  Coffee 

A g re e m e n t  a r e  c o n s id e ra b le .  The I n te r n a t io n a l  Coffee O rg a n iz a 

t io n  h a s  b e e n  a s s ig n in g  to ta l  g r e e n  coffee  q u o ta s -u s in g  the  a s s u m p 

t io n  th a t  e x p o r t  d e m a n d  e l a s t i c i t i e s  c lo s e ly  a p p ro x im a te  th e  p r i c e -  

e l a s t i c i t y  of d e m a n d  fo r  r e t a i l  r o a s te d  co ffee ,  w h ich  o th e r  s tu d ie s  

h a v e  in d ic a te d  h a s  an e l a s t i c i ty  c o e f f ic ie n t  of abou t -0 .  25. T h is  

h ig h ly  in e la s t i c  d em a n d  w ould  ju s t i f y  r e s t r i c t i v e  supp ly  p r o g r a m s  

a s  a  m e a n s  to  i n c r e a s e  co ffee  rev en u e .

The e x p o r t  d e m a n d  f o r  g r e e n  co ffee ,  h o w e v e r ,  i s  c o n s id 

e r a b ly  m o r e  p r i c e - e l a s t i c  th a n  the  p o l i c y - m a k e r s  of the  In te rn a t io n a l  

Coffee  O rg a n iz a t io n  had  sup p o sed .  In fa c t ,  b e c a u s e  the  a b so lu te  

c o e f f ic ie n t  of p r i c e  e l a s t i c i ty  fo r  e x p o r t s  e x c e e d s  un ity  by a  

c o n s id e r a b le  m a rg in  in  a lm o s t  a l l  c a s e s ,  a  d e c l in e  in g r e e n  coffee  

e x p o r t  p r i c e s  w ould  tend  to  i n c r e a s e  to t a l  r e v e n u e  f r o m  co ffee  

s a l e s ,  and not re d u c e  coffee  in c o m e ,  as  the  A g r e e m e n t  a d m i n i s t r a 

t o r s  b e l iev ed .

The 1962 In te rn a t io n a l  Coffee A g re e m e n t  q u o ta  s y s t e m  w as  

n o t  a d e q u a te ly  te s t e d  in  the  m a r k e t  d u r in g  the  1963-1966  p e r io d .  

D u r in g  two of the t h r e e  y e a r s  of th e  p a c t ' s  d e f in i t iv e  o p e ra t io n
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(1964 and 1965), B r a z i l - - t h e  d o m in a n t  co ffee  p r o d u c e r - - e x p e r i e n c e d  

r a t h e r  s h a r p  r e d u c t io n s  in  e x p o r ta b le  co ffee  p ro d u c t io n .  T h is  

r e d u c e d  a v a i la b i l i ty  of u n w ash ed  a r a b i c a  coffee  c a u s e d  s h o r t - t e r m  

s h i f t s  in  the  d e m a n d  fo r  o th e r  v a r i e t i e s ,  and  c a u s e d  p r i c e s  to  r i s e  

f o r  a l l  c o f fe e s .  T h is  f e a t u r e  of the  1963 th ro u g h  1966 coffee  m a r k e t  

o v e rw h e lm e d  th e  e f fo r t s  of th e  In te rn a t io n a l  Coffee O rg a n is a t io n  to  

c o n t ro l  e x p o r t s  th ro u g h  a  q u o ta  s y s t e m .

E v a s io n  of a u th o r i z e d  q u o ta s  b e c a m e  w id e s p re a d ,  p a r t i c 

u l a r l y  in  1965 and  1966. T he  f a i l u r e  of th e  O rg a n iz a t io n  to  p e n a l iz e  

v io l a to r s  of q u o ta  a l lo tm e n ts  c r e a t e d  th e  e n v i ro n m e n t  and  in c e n t iv e  

f o r  a n  e x te n s iv e  and  co n t in u in g  d i s r e g a r d  f o r  the  l e g a l  q u o ta s .  In 

s h o r t ,  th e  In te rn a t io n a l  C offee  A g r e e m e n t ' s  b a s ic  toed fo r  a c h ie v in g  

i t s  s h o r t - t e r m  o b je c t iv e s - - c o f f e e  e x p o r t  q u o t a s - - w a s  not a d e q u a te ly  

im p le m e n te d  in  th e  p e r io d  s tu d ie d .

On th e  b a s i s  of th e  d e r iv e d  p r i c e - e l a s t i c i t y  c o e f f i c ie n t s ,  

e f f e c t iv e  A g r e e m e n t  r e s t r i c t i o n s  w ould  a p p e a r  to  r e d u c e  re v e n u e  

f r o m  g r e e n  co ffee  s a l e s ;  h o w e v e r ,  th i s  c o n c lu s io n  s e e m s  to  be 

in c o n s i s t e n t  w ith  th e  1953-1962 d a t a  on co ffee  p r i c e s  and  r e v e n u e .  

T h e r e f o r e ,  o th e r  f a c t o r s  no t id e n t i f ie d  by th i s  s tudy  m u s t  be in f lu 

en c in g  co ffee  r e v e n u e .

In any e v e n t ,  the  e f fe c t  of th e  1962 I n te rn a t io n a l  Coffee 

A g r e e m e n t  on th e  re v e n u e  f r o m  1963-1966 s a l e s  of g r e e n  co ffee  to  

th e  U nited  S ta te s  of the  s e le c te d  p ro d u c in g  c o u n t r i e s  w as  n e g l ig ib le .
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REGRESSION COEFFICIENTS OF ANNUAL UNITED STATES DEMAND FOR GREEN 
COFFEE EXPORTS OF SELECTED PRODUCING COUNTRIES, BY COUNTRY, BASED

ON 1953-1962 DATÂ
5

(Y = b o + S  bjXi) l 
i=l

Coimtry bo bl bz 3̂ b4 bs

Total exports 28, 567 -123.316
Branl 121,830 -1.342 159.615
Colombia 15, 513 -39.465 -125.601
Costa Rica 6,666 0.089 -11.577 -10.937
El Salvador 2,696 -19.690 -22.571 14.640
Guatemala 1, 176 S. 155

Ethiopia 1, 717 0.018
East Africa^ 3, 356 -16.235 45.507 33.988
Western Africâ 8,885 0.079

The b. are regression coefficients for the respective independent variables; the deSnitions of variables for the regression equation describing 
United States demand for green coffee exports are as follows:

Volume of United States purchases of green coffee from indicated country of export, in thousands of 60 Kg. bags, annually 
on calendar year basis.
Source of data: Food Industries Division, Business and Defense Services Administration, U. S. Department of Commerce, 
'̂ rom customs declaration documents).
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bjj Constant term in regression equation.

Xj Average annual price in U. S, current dollars per60 Kg. bag for total annual volume of exports of green coffee from indicated
country of export to the United States by the number o^bags exported.
Source of data: Food Industries Division, Business and Defense Services Administration, U. S. Department of Commerce.

%2 Non-institutional U. S. population, fourteen years of age and older, thousands of persons. Data for 1960 and later years
includes the states of Hawaii and Alaska. Population of persons thirteen years of age and younger was excluded from the analy
sis on the assumption that this group contributes little to effective consumption demand for coffee.
Source of data: Bureau of Labor Statistics, U. S. Department of Labor.

Xg Ammal personal consumption expenditures on food, excluding alcoholic beverages, billions of U. S. current dollars.
Source of data: Office of Business Economics, U. S. Department of Commerce.

X̂  Average annual price of green coffee exported to the United States from all producing countries, U. S. ciurent cents per pound. 
Source of data: Department of Research, Pan-American Coffee Bureau, from data collected by the U. S. Department of 
Commerce.

Xg Disposable personal income, national income accoimt, billions of U. S. current dollars.
Source of data: Office of Business Economics, U. S. Department of Commerce.

Ê:ist Africa comprises the countries of Uganda, Kenya, and Tanzania.

^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper 
Volta, Mamitania, and Niger (1960 through 1962).

Ŝource: Regression coefficients calculated from annual data of sources listed in footnote 1 (above), itsing an IDP-processed multiple 
regression program. Sample size is 10.

O'



T A B L E  1 9

MEASURES OF STATIS FICAL SIGNIFICANCE OF REGRESSION COEFFICIENTS 
FOR ANNUAL UNITED STATES DEMAND FOR GREEN COFFEE 

OF SELECTED PRODUCING COUNTRIES, BY COUNTRY,
BASED ON 1953-1962 DATÂ

Country Multiple R̂ Multiple F-Ratio

Total exports 0.81 33.8^

Brazil 0.57 4.6

Colombia 0.85 19.3^

Costa Rica 0.84 10, 8̂

El Salvador 0,49 1.9

Guatemala 0.61 12.8*

Ethiopia 0.43 6.1

East Africa^ 0.95 30.1^

Western Africa^ 0.94 141.7^

-o

See notes on following page.



T A B L E  1 9  ( C o n t in u e d )

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.

^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, 
Upper Volta, Mauritania, and Niger (1960 through 1962).

^F-ratio value indicated that the hypothesis of no significant difference between explained and residual variance is rejected at 
the 0.05 level; sample size is 10.

Ŝouree: Calculated from annual data reported by the U. S. Department of Commerce and the Pan-American Coffee Bureau, 
using an EDP-processed multiple regression program.

-Joo
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VALUES OF INDEPENDENT VARIABLES ANALYZED FOR AN INFLUENCE ON THE 
ANNUAL QUANTITY OF GREEN COFFEE DEMANDED IN THE UNITED STATES, 

BY YEARS, ANNUALLY, 1953-1966

Year Population®

(Thousands 
of Persons)

Food Spendinĝ

(Billions of U, S. 
Dollars)

Overall 
Coffee Priceŝ
(U.S. Cents 
per Pound)

Persona! 
Disposable Income‘S

(Billions of U. S. 
Dollars)

1953 115, 094 55.5 52.70 252.6
1954 116,219 56.5 65.68 257.4
1955 117,388 58.1 52.18 275.3

1956 118,734 60.4 51.17 293.2
1957 120,445 63.9 49.82 308.5
1958 121,950 66.6 43.89 318.8

1959 123,366 68.4 35.65 337.3
1960 125, 368 70.1 34.34 350.0
1961 127, 852 72.2 32.44 364.4

1962 130,081 74.4 30.44 385.3
1963 132,124 76.5 30.28 404.6
1964 134, 143 80.4 39.63 436.6

1965 136,241 85.4 37.56 469.1
1966 138, 385 91.3 36.53 505.3

sO

See notes on following page.
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^Non-institutional U. S. population, fourteen years of age and older, thousands of persons. Data for 1960 and later years 
includes the states of Hawaii and Alaska. Population of persons thirteen years of age and younger was excluded from the 
analysis on the assumption that this group contributes little to effective consumption demand for coffee.
Source of data; Bureau of Labor Statistics, U. S. Department of Labor.

^Annual personal consumption expenditures on food, excluding alcoholic beverages, billions of U. S. current dollars.
Source of data: Office of Business Economics, U. S. Department of Commerce.

"̂ Average annual price of green coffee exported to the United States from all producing countries, U. S. current cents per
pound.
Source of data: Office of Business Economics, U. S. Department of Commerce.

‘̂ Disposable personal income, national income account, billions of U. S. current dollars.
Source of data: Office of Business Economics, U. S. Department of Commerce. iX>o



T A B L E  2 1

VOLUME OF {̂PORTABLE GREEN COFFEE PRODUCTION IN 
SELECTED PRODUCING COUNTRIES, BY COUNTRY, 

ANNUALLY, 1950-1966®
(Thousands of 60 Kg. Bags)

Year
Total
World Brazil Colombia

Costa
Rica

El
Salvador Guatemala Ethiopia

East
Africa^

Western
Africa^

1950 28390 14300 5600 300 1035 900 425 660 1350
1951 30285 15692 4750 275 1000 811 481 990 1085
1952 29796 14300 5175 305 1100 1000 520 I ISO 1100
1953 32887 14700 5550 375 1125 1100 585 1250 1185
1954 33680 14300 6348 331 927 951 587 1134 1940
1955 32953 14200 5665 508 1190 892 696 1711 1953

1956 43617 21300 6100 364 1105 917 833 1977 2282
1957 34582 11700 5750 587 1400 1050 765 1970 2250
1958 46230 20800 7000 725 1280 1225 850 2130 2295

1959 52001 26000 6900 815 1375 1200 850 2155 3138
1960 66421 37000 7000 800 1475 1400 905 2768 3273
1961 52814 22000 7000 1050 1350 1300 960 2925 3498
1962 58275 28000 6800 1025 1800 1500 1100 2828 2000
1963 53416 20000 6500 930 1540 1700 1150 4C00 3686
1964 56891 21200 7200 980 1885 1580 1250 4135 4699
1965 36601 3000 6500 700 1935 1420 1300 3675 3694
1966 66459 30200 7000 895 1770 1835 1245 4175 5289

Û0

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.
2Western Africa is defined as: French Africa and Madagascar (1950 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, 
Upper Volta, Mauritania, and Niger (I960 through 1966).

®Source: U. S. Department of Agriculture, Foreign Agricultural Service. Foreign Agricultural Circular; Coffee. FCOF series, 
various issues, 1951 through 1966.



T A B L E  2 2

VOLUME OF TOTAL GREEN COFFEE EXPORTS, SELECTED PRODUCING 
COUNTRIES, BY COUNTRY, ANNUALLY, 1950-1966“

(Thousands of 60 Kg. Bags)

Year
Total
World Brazil Colombia

Costa
Rica

a
Salvador Guatemala Ethiopia

East
Africa^

Western
Africa^

1950 29136 14835 4472 312 1107 919 315 1000 1272
1951 31840 16358 4792 309 1059 848 326 1213 1302
1952 32133 15821 5032 333 1098 1007 424 1325 1326
1953 34647 15562 6632 465 1149 1159 467 11.08 1193
1954 28918 10918 5754 365 996 885 550 11.56 1901
1955 33509 13696 5867 463 1185 982 600 1874 1959
1956 38394 16804 5070 393 1132 1026 496 21.66 2685
1957 36057 14319 4824 468 1270 1038 845 2079 2324
1958 36505 12882 5441 782 1399 1205 891 2:129 2505
1959 42587 17723 6413 712 1345 1385 754 2274 2489
1960 42491 16819 5938 766 1178 1329 849 2846 3158
1961 43725 16971 5651 835 1431 1255 950 2780 3189
1962 46256 16377 6561 902 1478 1552 1023 3232 3245
1963 45850 19514 6134 929 1586 1667 1080 3-143 3097
1964 42693 14948 6412 841 1755 1446 1234 3629 4068

1965 44267 13498 5635 793 1655 1510 1360 3631 3589
1966 50339 17031 5566 901 1619 1864 1012 4732 5453

00N

Êast AMca comprises the countries of Uganda, Kenya, and Tanzania.
^Western Africa is defined as: French Africa and Madagascar (1950 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, 
Upper Volta, Mauritania, and Niger (1960 through 1966).

Ŝource: U. S. Department of Agriculture, Foreign Agricultural Service, Foreign Agricultural Circular: Coffee. FCOF series, 
various issues, 1951 through 1966.



T A B L E  2 3

AUTHORIZED ANNUAL GREEN COFFEE EXPORTS FROM EIGHT SEI.ECTED PRODUCING 
COUNTRIES, BY COUNTRY, ANNUALLY, 1964-1966^

(Thousands of 60 Kg. Bags)

Coimtry 1964 1965 1966

Brazil 18,858 16,451 17, 060
Colombia 6,345 5,617 5, 527
Costa Rica 977 917 900

El Salvador 1,700 1,582 1,467
Guatemala 1,526 1,257 1,342
Ethiopia 1,063 1,293 1, 188
East Africa^ 3,249 2,665 2,929
Western Africa^ 4,817 4, 006 4,406

00w

East Africa comprises Uganda, Kenya, and Tanzania.

^Western Africa is defined as: Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper Volta, Mauritania, and Nigiir.

^Calculated from: Sum of quarterly quotas for each selected country per year, as assessed by the International Coffee Organization, 
with the Annex 'B' (New markets) allotment pro-rated among the producing cotmtries on the basis of established market shares.



T A B L E  2 4

VOLUME OE UNITED STATES PURCHASES OF GREEN COFFEE FROM SELECTED 
PRODUCING COUNTRIES, BY COUNTRY, ANNUALLY, 1953-1966̂ ^

(Thousands of 60 Kg. Bags)

Year
Total
Imports Brazil Colombia

Costa
Rica

El
Salvador Guatemala Ethiopia

East
Africa^

Western
Africa^

1953 21065 8970 5606 267 1019 809 456 148 3
1954 17084 6345 4911 132 767 697 358 208 284
1955 19650 7701 4934 145 855 816 471 538 276
195f 21288 9899 4557 80 604 SIS 309 460 522
19: 20865 8888 4135 165 676 830 466 766 513
1958 20185 7453 4246 302 724 882 458 766 468
1959 23266 10646 4902 247 621 988 267 730 388
1960 22104 9253 4259 271 446 799 566 932 658
1961 22464 8633 4087 369 583 950 679 1246 736
1962 24574 9093 4334 385 847 966 661 1413 584
1963 23894 9278 3952 287 763 1079 816 1497 706
1964 22892 7213 3712 293 683 789 924 1382 1305

1965 21347 5744 3324 305 714 904 1158 1349 1071
1966 22092 6731 2716 231 593 1110 792 1629 801

00
4̂

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.
^Western Africa is defined as; French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, 
Upper Volta, Mauritania, and Niger (1960 through 1966).
Ŝource: U. S. Department of Commerce, Business and Defense Services Administration, Press Release. BD-series, various 
issues, 1953 tluough 1967.



TABLE 25
AVERAGE ANNUAL BAG PRICE OF UNITED STATES GREEN COFFEE PURCHASES 

FROM SELECTED PRODUCING COUNTRIES, BY COUNTRY, 
ANNUALLY, 1953-1966®

(U. S. Cuirent Dollars per 60 Kg. Bag)

Year
Total
Imports Brazil Colombia

Costa
Rica

El
Salvador Guatemala Ethiopia

East
Aftica^

Western
Africa^

1953 69.70 70.00 74.00 72.60 63.20 65.40 64.80 60.60 58.00
1954 86. 88 85.70 93.90 90.00 78.40 79.20 86.00 76.50 72.80
1955 69.02 63.10 82.80 77.10 71.30 72.20 58.60 49.40 47. 10

1956 67. 71 61.00 81.80 89.80 72.20 80.20 67.10 59. 80 38.90
1957 65. 88 59.45 84.11 80.96 70.48 73.53 63.83 48. 66 41.27
1958 58.05 54.54 68.53 63.72 56.20 60.46 55.57 49.27 45.83
1959 47.15 42.52 59.54 53.31 48.77 50.38 43.71 37.. 95 34.84
1960 45.42 43.11 57.40 52.16 50.13 51.23 43.56 31. 76 24. 17
1961 42.91 42.64 55.45 47,02 45.93 46.02 43.38 29,60 22.97
1962 40.27 39.87 52.24 44.46 42.54 44.00 40.21 27.83 23.49
1963 40.05 39.22 49.95 44.48 42.61 43.62 39. 16 32.44 31.12
1964 52.43 52.36 60.22 54. 87 51.57 55.49 53.51 48.75 43.24

1965 49. 68 52.82 60.05 56.44 56.31 56.37 51.60 37. 17 36.29
1966 48.37 48.65 60.30 54.88 52.70 53.45 51.35 43.89 40.02

00

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.
^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper 
Volta, Mauritania, and Niger (1960 through 1966).
Ŝource: U. S. Department of Commerce, Business and Defense Services Administration, Press Release . BD-series, various issues,
1953 through 1967.



T A B L E  2 6

YEAR-TO-YEAR FLUCTUATIONS IN AVERAGE ANNUAL BAG PRICE OF UNITED STATES GREEN 
COFFEE PURCHASES FROM SELECTED PRODUCING COUNTRIES, BY COUNTRY,

ANNUALLY, 1953-1966®
(Percent Change in U. S. Dollar Price per 60 Kg. Bag)

Year
Total

Purchases Brazil Colombia Costa Rica

1953-54 24.6 22.4 26.9 24.0
1954-55 -20.6 -26.4 -11.8 -14.3
1955-56 - 1.9 - 3.3 - 1* 2 16.5

1956-57 - 2.7 - 2.5 2.8 - 9.8
1957-58 -11.9 - 8.3 -18.5 -21.3
1958-59 -18.8 -22.0 -13.1 -16.3

1959-60 - 3.7 1.4 - 3.6 - 2.2
1960-61 - 5.5 - 1.1 - 3.4 - 9.9
1961-62 - 6.2 - 6.5 - 5.8 - 5.4

1962-63 - 0.5 - 1.6 - 4.4 -0-
1963-64 30.9 33.5 20.6 23.4
1964-65 - 5.2 0.9 - 0.3 2.9

1965-66 - 2.6 - 7.9 0.4 - 2.8

00
O'

See notes at end of table.



T A B L E  2  6  ( C o n t in u e d )

El Salvador Guatemala Ethiopia East Africâ Western Africâ

24. 1 21.1 32.7 26.2 25.5
- 9.1 - 8.8 -31.9 -35.4 -35.3

1.3 11.1 14.5 21.1 -17.4

- 2.4 - 8.3 - 4.9 -18.6 6.1
-20.3 -17.8 -12.9 1.3 11.0
-13.2 -16.7 -21.3 -23.0 -24.0

2.8 1.7 - 0.3 -16.3 -30.6
- 8.4 -10.2 - 0.4 - 6.8 - 5.0
- 7.4 - 4.4 - 7.3 - 6.0 - 2.3

0.2 - 0.9 — 2. 6 16.6 32.5
21.0 27.2 36.6 50.3 38.9
9.2 1.6 - 3.6 -23.8 -16.1

- 6.4 - 5.2 - 0.5 18. 1 10.3

130

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.

^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, 
Upper Volta, Mauritania, and Niger (1960 through 1966).

Ŝource: U. S. Department of Commerce, Business and Defense Services Administration. Press Release. BD-series, various 
issues, 1953 through 1967.



T A B L E  2 7

VALUE OF UNITED STATES PURCHASES OF GREEN COFFEE FROM 
SELECTED PRODUCING COUNTRIES, BY COUNTRY, ANNUALLY,

1953-1966^

(Thousands of U. S. Current Dollars)

Year
Total
Imports Brazil Colombia

Costa
Rica

El
Salvador Guatemala Ethiopia

East
Africâ

Western
Africa^

1953 1468247 627856 415109 19373 64368 52909 29541 8976 174
1954 1484177 543789 461170 11871 60138 55270 30749 15960 20697
1955 1356262 486218 408391 11153 60915 58886 27591 26590 12966
1956 1441401 604248 372571 7174 43636 65362 20744 27501 20259
1957 1374573 528367 347779 13358 47646 61027 29743 37277 21171
1958 1171771 406469 290995 19264 40700 53326 25447 37753 21456
1959 1096971 452650 291874 13168 30288 49779 11670 27703 13519
I960 1004017 398858 244469 14151 22337 40932 24669 29618 15895
1961 964018 368141 226609 17349 26778 43721 29453 36876 16905
1962 989644 362528 226398 17119 36034 42505 26577 39826 13718
1963 956912 363901 197416 12767 35508 47062 31953 48556 21974
1964 1200281 377664 223524 16078 35221 43780 49442 67869 56427
1965 1060531 303385 199593 17214 40207 50962 59752 50149 38877
1966 - 1068580 327430 163784 12678 31253 59333 40666 71509 55108

(»00

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.
'̂ West Africa is defined as; French AMca and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper 
Volta, Mauritania, and Niger (1960 through 1966).
Ŝource: U. S. Department of Commerce, Business and Defense Services Administration, Press Release. BD-series, various issues, 
1953 through 1967.



T A B L E  2 8

YEAR-TO-YEAR FLUCTUATIONS IN ANNUAL REVENUE FROM GREEN COFFEE 
SALES TO THE UNITED STATES OF SELECTED PRODUCING COUNTRIES, BY 

COUNTRY, ANNUALLY, 1953-1966^
(Percent Change in U. S, Dollar Annual Revenue)

Year
Total

Purchases &azil Colombia Costa Rica

1953-54 1.1 -13.4 11. 1 -38.7
1954-55 -8.6 -10.6 -11.4 -6.0
1955-56 6.3 24.3 -8,8 -35.7
1956-57 -4.6 -12.6 -6.7 86.2
1957-58 —14.8 -23. 1 -16.3 44.2
1958-59 -6.4 11.4 0.3 -31.6
1959-60 -8.5 -11.9 -16.2 7.5
1960-61 -4.0 -7.7 -7.3 22.6
1961-62 2.7 -1.5 -0.1 -1.3
1962-63 -3.3 0.4 -12. C -25.4
1963-64 25.4 3.8 13.2 25.9
1964-65 -11.6 -19.7 -10.7 7.1
1965-66 0.8 7.9 -17.9 -26.4

(»'O

^ S o u r c e :  C a lc u la t e d  f r o m  c u s t o m s  d e c la r a t io n s  f ig u r e s ,  a s  p r o v id e d  b y  t h e  U .  S .  D e p a r t m e n t  o f  C o m m e r c e ,  B u s in e s s  a n d  D e f e n s e  S e r v i c e s

A d m in is t r a t io n ,  P ress  R e l e a s e . B D - s e r ie s ,  v a r io u s  i s s u e s ,  1 9 5 3  th r o u g h  1 9 6 7 .



T A B L E  2  8  ( C o n t in u e d }

El Salvador Guatemala Ethiopia East Africa 1 Western Africa^

-6. 6 4.5 4.1 77.8 a
1.3 6.5 -10.3 66.6 -37.4

-28.4 11.0 -24,8 3.4 56.2

9.2 -6.6 43.4 35.5 4.5
-14.6 -12.6 -14.4 1.3 1.3
-25.6 -6.7 -54. 1 -26.6 -37.0

-26.3 -17.8 111.4 6.9 17.6
-19,9 6.8 19.4 24.5 6.4
34.6 -2.8 -9.8 6.6 -18.?

-9.8 10.7 20.2 23.5 60.2

8.3 -7.0 54.7 38.7 156.8
14.2 16.4 20.9 -25.6 -31.1
22.3 16.4 -31.9 42.6 41.7

'D
O

Êast Africa comprises the countries of Uganda, Kenya, and Tanzania.

^Western Africa is defined as: French Africa and Madagascar (1953 through 1959); Ivory Coast, Togo, Guinea, Mali, Dahomey, Upper 
Volta, Mauritania, and Niger (1960 through 1966),

^ S o u r c e :  C a l c u l a t e d  fr o m  c u s t o m s  d e c la r a t io n s  f ig u r e s ,  a s  p r o v id e d  b y  t h e  U .  S .  D e p a r t m e n t  o f  C o m m e r c e ,  B u s in e ss  a n d  D e f e n s e  S e r v i c e s

A d m i n is t r a t io n ,  P r e ss  R e l e a s e . B D - s e r ie s ,  v a r io u s  i s s u e s ,  1 9 5 3  th r o u g h  1 9 6 7 .
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