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FOREWORD

Coffee is almost entirely produced in less developed countries and it is of
stratgic economic importance to many of these countries. During the late
1960's, coffee exports accounted for over 25 percent of the commodity exchange
earnings of at least 15 less developed countries. Thus, coffee exports con-
stitute a major source of the foreign exchange earnings essential to develop-
ment financing,

The primary question considered in this analysis is whether world demand for
exported coffee and the resulting flow of exchange earnings to the less devel-
oped world can be expected to grow during the 1970's. While significant
Increases in coffee consumption are evident in some importing countries, a
leveling in per capita consumption appears to have been reached in several

ma jor markets. As a result, this study indicates that growth prospects for
export earnings (at assumed constari 1964-66 prices) are only moderately
optimistic--about 2.2 percent annually. A substantial reduction in world
coffee stocks during the late 1960's and early 1970's has placed the world
coffee economy in a near demand-supply equilibrium. As a result, world coffee
supplies in the early 1970's will depend heavily on the present tree popula-
tion, tree disease, coffee rusts, and vagaries of weather, especially frosts
in the coffee growing areas of Brazil.

This study was part of a research project on demand prospects for agricultural
products of less developed countries conducted by the Economic Research
Service under a participating agency service agreement with the Agency for
International Development.

Research on the total project was conducted under the direction of an ERS
Technical Advisory Committee with Louis F. Herrmann as Chairman. Arthur B.
Mackie and Anthony S. Rojko served as advisors and research leaders.
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SUMMARY

World consumption of imported coffee is projected at slightly more than 3.9 million
tons in 1980, or 38 percent more than in 1964-66. If constant 1964-66 world export
prices are assumed, foreign exchange earnings from coffee sales would increase about
2.2 percent a year between the middle 1960's and 1980. At this rate, projected con-
sumption would increase about 1.1 million metric tons, increasing export earnings for
the less developed countries by over $860 million at 1964-66 prices,

Growth in imports by developed countries (which account for 91 percent of world coffee
imports) is projected at 1.9 percent a year. Higher annual rates are projected for
central plan countries (6.3 percent) and less developed countries (3.1 percent), but
these are relatively smell markets.

Factors influencing coffee consumption in the major importing countries vary widely.

In the United Kingdom and Canada (and probably in Australia ani New Zealand), where per
capita coffee consumption hes increased and tea consumption decreased since 1952,
changes in taste have e parently been as important as chanees in real price or income.
In the United States, where per capita consumption has declined since 1952, most of the
decline 1s explained by increased use of instant (soluble) coffees plus the consumption
of lower strength coffee. High consumer taxes at the retail level are an apparent
restraint on coffee consumption in West Germany.

Aggregated world demand for coffee is price-inelastic. Consequently, if producing
countries made a concentrated effort to expand exports beyond the expected equilibrium
quantities -- for example, by 12 percent -- world prices could be expected to fall 30
percent and fcreign exchange earnings nearly 22 percent,

During 1959-69, the value and volume of coffee exports from producing countries
increased nearly 30 percent. Some year-to-year variations resulted from buildups and
subsequent drawdowns of stocks in the lmporting countries. Gains in export earnings by
Western Hemisphere producers vere small compared with gains in African and Oceania
areas, where exports increased almost 80 and 150 percent, respectively. Generally,
these gains in export earnings have come from larger volumes rather than from higher
unit values.

From 1957 through 1962, world prices for coffee declined; however, market stabilization
activities of the 1962 and 1968 International Agreements helped to stabilize price
movements. During the remainder of the 1960's, world coffee prices generally stabi-
lized at 1963 levels.

During the late 1950's and throughout most of the 1960's, world coffee production far
exceeded consumption. Trees planted in response to high world coffee prices in the
early 1950's reached peak oroduction in the early 1960's. Confronted with excessive
stock buildups, many major producing countries initiated programs to reduce coffee
tree numbers. During the latter half of the 1960'e, frosts in Brazil and droughts in
major coffee growing areas accelerated a decline in world production. By the late
1960's and early 1970's, world coffee stocks had been sharply reduced. Thus, the
world's coffee supply during the 1970's will depend upon the current tree population,
dlseases, and the vagaries of weather -- particularly frosts in Brazil.

vi



WORLD DEMAND PROSPECTS FOR CO.J'FEE IN 1980
WITH EMPHASIS ON TRADE BY LESS DEVELOPED COUNTRIES

by

Daniel E, Timms
Foreign Demand and Competition Division

I. INTRODUCTION

National development planning in less developed countries (IDC's) depends
heavily upon export prospects of primary commodities. Many IDC's depend upon
agricultural exports for exchange earnings to finance imports of capital goods,
In 1964-66, more than 60 LDC's had agricultural exports accounting for more
than 50 percent of toval export earnings. Because of heavy dependence upon
agricultural exports, fluctuations in export prices cause large variations in
export earnings and total economic growth -- especially for countries that
depend upon export earnings from only one or two commodities.

IDC's need information on demand prospects for agricultural exports as a
basis for planning and carrying out economic development programs. Further
growth in export demand for agricultural commodities from IDC's will influence
the amount of resources that can be economically used for expandine productio:
of export commodities.

This report is concerned with the future prospects for coffee -- a major
export earner in a number of Latin American, African, and Caribbean countries,
The specific objective is to estimate the long-term prospects of coffee as an
export earner of foreign exchange in LDC's that presently produce or contem~-
plate producing coffee. In ascertaining the prospects for export earning,
major attention is given to demand in importing countries and, to a lesser
degree, to supply and demand in producing countries.

Basic Assumptic as

For the studies in this series (listed inside the front cover) the world
was divided into three major political-economic regions for the analysis of
production and trade of selected agricultural commodities. These major regions
were further subdivided into 18 subregions as follows:

Developed

United States
Canada




European Community (EC) -- Belgium-Luxembourg, France, West Germany,
Italy, and the Netherlands

United Kingdom

Other Western Europe (OWE) -- Austria, Denmark, Finland, Greece,
Iceland, Ireland, Malta, Norway, Portugal, Spain, Sweden, and
Switzerland

Japan

Australia and New Zealand

South Africa, Republic of

Central Plan

Less

Eastern Europe -- Albania, Bulgaria, Czechoslovakia, East Germany,
Hungary, Poland, Romania, and Yugoslavia

USSR

Communist Asia ~-- Mainland China, Mongolia, North Korea, and North
Vietnam

Developed

Central America and Mexico -- British Honduras, Caribbean including
Cuba, Costa Rica, El Salvador, Guatemala, Honduras, Mexico,
Nicaragua, and Panama

South America -- Argentina, Brazil, Bolivia, Chile, Colombia,
Ecuador, Freuch_Guinea, Guyana, Paraguay, Peru, Surinam, Uruguay,
and Venezuela

East and West Africa -- All countries except those in North Africa
(l1isted below) and the Republic of South Africa

North Africa and West Asia -~ Algeria, Libya, Morocco, Sudan,
Tunisia, Egypt, Bahrein, Cyprus, Iran, Iraq, Israel, Jordan,
Kuwait, Lebanon, Muscat and Oman, Qatar, Saudi Arabia, Syria,
Trucial States, Turkey, and Yemen

South Asia -- Afghanistan, Bhutan, Ceylon, India, Nepal, and

Pakistan
Southeast Asia -- Burma, Cambodia, Laos, South Vietnam, and Thailand

East Asia and Pacific Islands -- Brunei, Taiwan, Hong Kong,

Indonesia, South Korea, Macao, Malaysia, Pacific Islands, Papua,
Philippines, and Singapore

Country Groupings Used in Study

Because of data limitations, detailed demand analyses and projections

were limited to 17 major developed importing countries. These developed coun-
tries were regrouped from the above arrangement on the basis of their socio-
logical characteristics and their consumption patterns for coffee and its major
substitute -- tea,

These groupings are:

United States

The British Commonwealth Countries and Ireland -- United Kingdom,

Canada, Ireland, Australia, and New Zealand

2



The Scandinavian Countries -~ Sweden, Norway, Denmark, and Finland
The European Community plus Switzerland and Austria

(At the time the framework of the research was begun,

Great Britain and Ireland had not voted to join the

European Cummunity. While .their joining will have

some as yet unknown effects on the projections of

this study, the data on British coffee consumption

and trends away from tea consumption remain unchanged)

Framework for the Analysis

In estimating long-term demand for coffee, 1964-66 (a 3-year average)
was chosen as the base period and 1980 as the terminal point for projections.
For projections, it was assumed there would be no major changes from the base
period in political situations, trade policies, restrictions on imports, and
technological factors such as processing of coffee. Changes in any of these
would necessarily alter the results. Projections in this report are based
upon imperfect statistical data and are estimates of probable future levels of
consumption rather than forecasts of what will actually happen. Nevertheless,
these projections may be useful to the LDC's to help them assess the feasibil-
ity of getting into coffee production, expanding present production, or diver-
sifying their export earnings base.

The selection of the analysis period used in this study (1952-65) was
influenced by two major considerations. First, the analysis periods of the
other studies in this series (listed on the inside of the front cover) terminat-
ed in 1965. And second, retail coffee price and per capita consumption data
fcr 1952-65 were available from the International Coffee Organization. Com-
parable data for years after 1965 were not available., Retail price and per
capita consumption data for tea, cocoa, and milk were obtained from the Food
and Agriculture Organization of the United Nationa (FAU). The Organization
for Economic Cooperation and Development provided consumer expenditure data
and consumer price indexes.



II.--WORLD COFFEE PRODUCTION AND TRADE

Importance of Coffee

Coffee holds a unique position in tke world economy. While the value of
world coffee production is small compared with that of rice, wheat, oils, live-
stock products, and sugar, no other commodity has as great a significance to
the underdeveloped countries girdling the world's tropical belt (10, p. 1). 1/
For 1969/70, the Pan American Coffee Bureau (PACB) estimates that the average
share of foreign exchange earnings from coffee sales by producing countries
was nearly 13 percent (table 1). Western Hemisphere countries earned over 16
percent of their foreign exchange from coffee exports and African exporting
countries earned slightly less than 15 percent. In Asia and Oceania, foreign
revenues from coffee sales amounted to only 2.5 percent during 1969/70.

In the Western Hemisphere, Brazil, Colombia, El1 Salvador, Guatemala,
Costa Rica, and Haiti each earned more than one-third of their foreign exchange
earnings (1969/70) from coffee sales abroad. Their share of foreign exchange
earnings from coffee ranged from 33 to 60 percent. 1In Africa, Uganda, Ethiopia,
Rwanda, and Burundi depended on coffee for one-half to four-fifths of their
export earnings, while Kenya, Angola, and the Malagasy Republic earned 20 to 25
percent of their foreign exchange from coffee exports (table 1.

These percentages, however, do not indicate the total importance of the
coffee export sector in the development of individual national economies. As
described in FAO's World Coffee Economy:

 « . Even where, for example, subsistence farming contri-
butes a large percentage of the gross product, it never-
theless is essentially a static sector from the point of
view of economic and social progress. Dynamic development
has in most cases originated in the export sector, frequently
with crops such as cotton, coffee and cocoa. The coffee pro-
ducing countries, in particular have been able since the war
[World War TI] to finance a substantial! part of their in-
vestment in fixed capital assets from the proceeds of export
sales. Coffee has thus played a vital role in the process

of economic growth in these countries. (10, p. 3).

Thus, progress in economic growth and development in coffee producing
countries depends very heavily on this one crop. Consequently, the prospects
of the world's coffee economy can have a social and economic impact on politi-
cal stability in these countries.

1/ Underscored numbers in parentheses refer to items in Selected References
at the end of this report.



Table 1 --Value of world coffee exports compared with total exports, 1969/70

: Exports, : Exports : Coffee, share
Regions and countries : all : of : of all
: comuodities H coffee : exports
A Million dollars =----- Percent
Western Hemisphere: H
Brazil ............ P 2,455.9 895.9 36.5
folombia ,.................. ceenas ot 655.8 391.6 60.0
El Salvador ....... PP : 214.9 100.8 46.9
Guatemala ,............ e et 266,.5 89.5 33.6
MexicO .. ivuviinniiirineinnnas e : 1,457.2 86.6 5.9
Costa Rica .........ovovvvuvnnns Vet 206.1 60.8 29.5
Ecuador ........civ0vuvneens Cerrea : 195.8 37.5 19.2
Peru .......... D 957.1 37.7 3.9
Honduras ,.......c.cvcevvevnvvonnnnes ot 204.5 24,2 11.8
Haiti ........ et ceienen : 41,7 16.8 40.3
Dominican Republic .............. el 212.0 26.8 12.6
Venezuela ................ R 2,94%.0 16.4 0.6
Panama ........ Ch e creet 115.5 1.4 1.2
Other Western Hemisphere 1/ .......: 1,160.5 32.1 2.8
Total Western Hemisphere ........ : 11,094.5 1,817.8 16.3
Africa: :
UgAnda ......vrvierininirnansneonat 226.6 118.5 52.3
Kenya ...vvviinviennnennnsnas eeaeet 197.2 50.6 25.7
Tanzania .......... P 255.2 41.2 1€.1
Ivory Coast ..... et e : 452.3 74.3 16.4
Angola ............ Cereraeas Cerenadt 372.3 77.1 20.7
Ethiopia ......... ... N Ceries : 119.3 68.7 57.6
CAMETOON . .vutvvrvnrnornusoarenass ot 227.5 51.0 22,4
Malagasy Republic ................. : 137.0 36.4 26.6
Zaire ... iiii i i el 678.0 46.2 6.8
Burundi .......000iiieiinnnnn. et 15.7 13.3 84.7
Rawanda ..........0000. et .t 14.0 8.5 60.7
TOBO v viivinerarnnssenascnenansas .t 46.6 7.8 16.7
Central African Republic .......... : 36.8 6.4 17.4
Nigeria .....c.iviiiiiinninrevnnnnnn : 1,087.7 1.9 1.7
Various 2/ ....... et 1,051,0 19.1 1.8
Total Africa ........... ... cereaet 4,879.4 720.7 14.8
Asia & Oceania: H
INdOrc8ia v vvvvvinnrrrinanesannonnt 795.5 57.5 7.2
Indie oouun. N ceet 1,859.0 28.6 1.5
Papua & New Guinea ......... e : 62,5 19.5 31.2
Various 3/ ........ it ol 1,845.0 6.4 0.3
Total Asia & Oceania ...... cereent 4,562.0 111.9 2.5
Total exports ........ et o 20,535.0 2,650.5 12.9

1/ Bolivia, Guadeloupe, Nicaragua, Paraguay, Trinidad and Tobago, Surinam, and Guyana.

2/ Cape Verde, Congo (Brazzaville), Dahomey, Equctorial Guinea, Gabon, Ghana, Guinea, Liberia,
Sao Tome and U:incipe, Senegal, and Sierra Leone.

3/ Comoro 1slands, New Caledonia, New Hebrides, Singapore, South Vietnam, Timor, and Yemen
(Aden) .

Source: Pan Amecican Coffee Bureau (PACB) Annual Coffee Statistics, 1969 and 1970, New York.



Trends in World Coffee Production

From 1952/53 through 1970/71, yearly world coffee production fluctuated
significantly. Production increased from 2.5 million tons in 1952/53 to a peak
of 4.9 million tons in 1965/66. 2/ Since then, production has trended down-
wards, registering 3.4 million tons in 1970/71 (table 2). Exportable produc-
tion -- defined as production during a given marketing year less domestic con-
sumption -- roughly paralleled the growth and decline of world production from
1952/53 through 1970/71. 1n contrast, net annual exports by producing countries
grew steadily at about 2.6 percent -- from 1.9 million tons in 1952/53 to 3.1
million tons i» 1970/71. (A1l growth rates are compound unless specified
ntherwise). The difference between exportable production and world exports is
absorbed by stocks.

The obvious question suggested by the above and the data in table 2 is.
"why has there been such a wide disparity between world production and world
consumption?"

The most obvious (and generally best known) contributing factor was the
massive coffee tree plantings of the early 1950's, resulting from the substan-
tial post-World War 11 rise in coffee prices. By the early sixties, those
trees were in full production and contributed to the massive buildup of coffee
stocks. The downturn in production can be partially attributed to a general
failure to plant replacement trees plus a compaign by many countries to uproot
trees as a desperate means of slowing the buildup of coffee stocks during the
mid-1960's (table 2). These factors were complemented in the later 1960's by
droughts in many producing areas plus several very damaging frosts in Brazil --
the world's largest coffee producer.

A detailed (quantitative) analysis of determinants of world coffee
supply was not within the limited resource scope of this study. 1Instead of a
quantitative supply analysis (and projections), a qualitative discussion of
additional factors which influenced coffee production follows.

Agronomic and Economic Factors of Production

Coffee trees bear fruit in 2 to 3 years if planted as seedlings and in 3
to 4 if plantedas seeds. Yields increase gradually during the following 7
to 1C years and then decline slowly. Depending upon the variety, climate, and
cultivation practices, the productive life of mature trees varies from 15 to 30
years or more. These characteristics of production, coupled with relatively
inelastic consumer demand for coffee, underlie some of the basic economic
problems of the coffee economy, The adjustment of world production to changes
in prices and demand is frequently difficult and often requires several years.,

2/ All tons in this report are metric.



Table 2 --World supply and distribution of green coffee,

1952/53 through 1970/71

Beginning ;

; Domestic

. : : : Net . Ending
Marketing : carryover : Production TOtai : exports ; distri- . carryover
year : 1/ . SUPPLY 2/ : bution 3/ . 4/
1,000 metric tons

1952/53 ....: 316 2,491 2,807 1,976 494 337
1953/54 ....: 337 2,640 2,976 2,007 579 390
1954/55 ....: 390 2,531 2,921 1,753 496 672
1955/56 ....: 672 3,021 3,693 2,298 404 991
1956/57 ....: 991 2,725 3,716 2,172 647 897
1957/58 ....: 897 3,301 4,198 2,240 527 1,431
1958/59 ....: 1,431 3,700 5,131 2,339 580 2,212
1959/60 ....: 2,212 4,735 6,947 2,541 750 3,656
1960/61 ....: 3,656 3,946 7,602 2,653 777 5/3,992
1961/62 ....: 3,992 4,323 8,315 2,722 826 6/4,347
1962/63 ....: 3,669 4,044 7,713 2,992 841 3,881
1963/64 ....: 3,881 4,260 8,141 2,962 846 4,333
1964/65 ....: 4,333 3,037 7,370 2,607 884 3,879
1965/66 ....: 3,879 4,896 8,775 3,057 922 4,796
1966/67 ....: 4,796 3,639 8,434 3,001 968 4,465
1967/68 ....: 4,465 4,118 8,569 3,330 5/986 7/3,300
1968/69 ....: 3,300 3,636 6,936 3,120 1,050 2,766
1969/70 ....: 2,766 8/3,961 6,728 9/3,210 8/1,104 8/2,414
3,488 5,902 3,100 1,086 1,716

1970/71 10/ : 2,414

1/ Held in producing countries.

2/ For consumption and working stocks in importing countries.

in importing countries are estimated to average 240,000 tons.
3/ Domestic consumption in producing countries.
4/ In recent years some carryover stocks were not of exportable quality.
3/ Stocks reduced by 180,000 tons which were allocated for industrial use in

Brazil.

Working stocks

6/ Stocks reduced by 420,000 tons which were destroyed in Brazil in wmid-1961.
1/ Carryover adjusted to conform to special stock survey.
8/ PACB revisions according to latest USDA figures.

9/ PACB estimates.
10/ USDA estimates.

Source: Pan Amcrican Coffee Bureau (PACB), 1969 Annual Coffee Statistics,

New York (except 1970/71).



Most coffee trees are planted during periods of high world prices. 3/
Since 5 to 7 years must elapse before the trees begin to yield substantial
c¢rops, the high price cycle is frequently over by the time many of the trees
reach peak production. Once the trees begin to bear, the crops are likely to
increase each year. While a fall in price does tend to discourage new plant-
ings, production usually increases for some years from the trees which were
planted during the high price period. Moreover, the fruit is likely to be
harvested despite low prices, because growers are frequently reluctant to go to
the expense of uproc*’'ng trees which are still yielding. And there is alvays
the possibility that coffee prices may recover. Hence, trees are usually
neglected or uprooted only when their yields have fallen to a very low level.
In the long run, the trend in the tree population is upward, because new plant-
ings normally exceed tree wastage (10, p. 9).

Agronomic factors which tend to .naintain coffee production despite fall-
ing returns are reinforced by purely economic considerations. First the invest-
ment in land, trees, and buildings for the production of coffee is relatively
high. Thus, once trees are bearing fruit, prices have to fall drastically
before it pays to uproot them. Second, in many coffee producing areas there
are no incentives to shift to alternative crops (if, indeed, there are other
crop options).

Botanical Species and Commercial Types of Coffee

The two most important and widely grown species of coffee are arabica
and (canephora) robusta. The other major species -- liberica and excelsa --
are diminshing in importance. Liberica is grown only in a few countries and is
of minor importance in world trade; excelsa coffees have diminished rapidly inp
importance because of their high susceptibility to disease.

Arabica coffees are the most important. Their flavor is characteristi-
cally softer and milder than that of other species and therefore has greater
consumer appeal. Arabicas grow in 58 of the 79 major coffee producing coun-
tries. Although they originated in Ethiopia, the arabica types are now found
mainly in the Western Hemisphere. 1In Africa, arabica coffees are grown in
Ethiopia, Uganda, Kenya, Tanzania, Zaire, Cameroon, Rwanda, and Burundi; they
are also grown to a small extent in India and Hawaii.

Arabica coffees are generally less tolerant of extreme temperatures and
climate; therefore, they thrive best in the highland areas. 1In the tropics,
arabica coffees are grown at altitudes of 500 to over 2,000 meters (10, p. 8).

Robusta coffees are grown largely in low areas of Africa and Asia. In
most African countries, they constitute over 85 percent of total production.
In the Western Hemisphere, cultivation is limited to some islands of the Carib-
bean and Ecuador {10, p. 8).

3/ High prices may also lead to some increase in current yields because of
greater use of weeding, pruning, and spraying techniques, and of fertilizers,
but the main price effect ig delayed until a large number of newly planted
trees come into production.



Robusta coffees come from trees which are sturdier than arabica coffee
trees. Robusta trees are grown mostly in low, hot country, where the arabica
tree does not generally thrive. The fruit of the robusta trece is coarse and
has a distinctly pungent flavor. Because of this characteristic flavor,
robustas are not as useful as arabicas in blending with other coffees., A
major positive characteristic of robusta coffees is their technical superiority
for procrssing into instant (soluble) coffee. Since the early 1950's, world
demand for robusta coffees has been positively affected by the growth of the
soluble coffee industry. Thus, the economies of the robusta exporting coun=-
tries willi be affected by the longrun aspects of the soluble market.

Desired Soil and Climatic Conditions 4/

Opticuw temperatures for coffee cultivation range about the average
annual temperature of 65 to 75 degrees F. Rainfall of 70 to 80 inches is
required for full production. However, the coffee plant may survive dry spells
of several months if sufficient humidity is present. Adequate sunlight is also
required. Some shading is frequently considered necessary; however, coffee is
also grown without shade.

Soils of disintegrated volcanic rock are ideal and constitute the most
favorable enviromment for coffee cultivation. Thus, gently rising slopes
covered by volcanic debris are often sought as locales for coffee plantations.
High potash content and sufficient humus are necessary to ensure healthy growth,

Discases and Pes*s 5/

Except for Hawaii and Sierra Leone, almost all coffee producing areas
have disease problems. The most important of the coffee diseases is leaf rust,
or hemileia vastatrix. This disease has caused serious production losses in
Ceylon, India, Indochina, and Indonesia and is also of serious concern to many
African coffee producing countries. In these infected areas, arabica produc-
tion is limited to the higher altitudes wherc the incidence of leaf rust is
less severe. Some robusta coffee is inherently resistant to leaf rust.

During the late 1960's, Latin American coffee producers became increas-
ingly concerned about the leaf rust menace. In 1970, some rust was discovered
in Brazil. However, the resulting loss in production to date appears to be
minor.

American leaf spot, or myceria citricolor, and common leaf spot, or
cercospora coffeicola, are of secondary importance. The former affects coffee
production in several Latin American countries and the latter occurs in all

coffee growing continents. Numerous other diseases have affected coffee
production. Some have caused the virtual disappearance of certain varieties of

coffec. For example, tracheomycosis, caused by Gibberella xylarioides, has

4/ Taken largely from (24, p. 79).
5/ Taken largely from (ll, p. 441).



destroyed many excelsa coffee producing plantations in the Ivory Coast and in
the Central African Republic.

Africa is particularly plagued by a great number of pests which cause
serious damage and require adequate control measures. Among these are the
coffee berry borer, various trunk and branch borers, and the leaf miner. On
the other hand, Latin American coffee producing areas are generally free of
the more seriously damaging insects, though the coffee borer (broca) is common
in Brazil.

Organization of Production and Marketing

The world's coffee is produced on 3 to & million estates and smaller
units. Contrary to the common belief that coffee is predominantly an estate
crop, an FAO survey showed that it is mainly a smallholder's enterprise. And
because of increasing labor costs, the present trend away from large estate
production will probably continue (11, p. 438).

Coffee can be produced on small-scale operations (farms) with a minimum
of equipment but much hard labor. This method can apparently compete effect-
ively with large-scale methods. For example, in Brazil there are many one-man
or family holdings of 2,000 or 3,000 trees, or even less, operating in competi-
tion with estates of a million or more trees.

Coffee Marketing

The Latin American marketing chain for coffee frequently stretches from
the planter to the planters'’ agent to the broker and finally to the exporter,
Smaller planters, in need of ready cash, frequently sell to local roasting
mills or to large planters. These, in turn, may utilize the services of a
Planters' agent or sell to brokers, exporters, or agents of foreign buyers.

In Brazil, the Brazilian Coffee Institute -- a joint Government-industry
organization -- is responsible for carrying out Brazilian coffee policy. It
has the authority to regulate coffee movement to port, establish quality
standards, set minimum export prices, make purchases, and otherwise enforce
Brazilian crop regulations. In Colombia, farmers frequently sell to the
National Federation of Coffee Growers, or they are assisted by it in obtaining
the best possible price for their coffee. Also, the federation frequently

provides warehouse space, financing, and insurance for coffee producers
(18, p. 14).

In other countries, there is considerable variety in marketing arrange-
ments. For example, in certain African countries, coffee is sold through

quasi-Government marketing boards, cooperative societies, or auctions in the
leading port cities.

An additional general function of the regulatory agencies in the major
producing countrics is to help Governments enforce quotas, develop production

controls, and otherwise carry out the mandates of the International Coffee
Agreement (18, p. 15).
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All the major coffee importing and exporting countries are signers of
the International Coifee Agreement. The International Coffee Organization
administers the agreement and thereby functions as a world-wide regulatory
agency. Through the authority vested in it by the agreement, the organization
sets the permitted yearly export level for each major coffee producer. Thus,
world export supply and price levels are influenced by the organization via
the International Coffee Agreement. Additional information about the organi-
zation and agreements is provided in appendix B.

Major World Coffee Producers

South America 6/

South American coffee production increased from an average of 1,691,000
tons in the early 1950's to 1,828,000 tons in the late 1960's, or 7 percent
over the earlier period (table 3). In the early 1950's, South American pro-
duction comprised 63 percent of the world's total production; however, by the
late 1960's, this share had declined to less than 48 percent. This decrease is
largely attributable to increased coffee production in Africa, frost damage to
production in Brazil, and policies restricting production in Latin American
countries.

Future trends in South American production will continue to be influ-
enced by the production curtailment practices initiated during the 1960's plus
the unpredictable frost damage factor. Presumably, large amounts of capital
inputs such as fertilizers could increase production in the immediate future as
well as in the long run. However, the cost and logistic problems of such an
undertaking leave considerable doubt as fto its feasibility or probability.

South America's largest coffee producer -- Brazil -- is also the world's
largest (tables 3 znd 4). However, Brazil's share of world production has
declined significantly. In the early 1950's, Brazil's production comprised 72
percent of South American total production. By the late 1960's, Brazil's
production had fallen to 64 percent of South American production and 31 percent
of world production.

The decline in Brazil's share of production can be partially attributed
to the severe frosts mentioned above plus a decline in average tree production

because of age. These factors were reinforced by Brazilian coffee policy
considerations. An equilibrium between coffee production and demand was very

actively pursued by the Executive Group for the Rationalization of Coffee
Production (GERCA) 7/. Between July 1962 and May 1967, about 1.4 billion trees
were eradicated, thereby freeing almost 1.5 million hectares of land for other
agricultural uses. And GERCA's program included steps to reduce Brazil's over-
all economic dependence on coffee.

6/ Description of the factors influencing coffee production in the South
American area are taken largely from (1l1), pp. 277-361.

7/ GERCA was created in 1961 to function within the larger framework cf the
Instituto Brasilavio do Cafe (Brazilian Coffee Institute).
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Table 3 --Coffee production and regional and world shares, 1952/53-1955/56 and 1966/67-1969/70 1/

s 1952753-1855756 . 1966767-1363770 R : 1966767-1983770
Region and country . . Regional . World : . Reglonal : Wworld ; index of production
. Tons : share : share . Tons . share : share ; 1952/53-1955/56 = 100
1,000 metric 1,000 metric
: tons Percent Percent tons Percent Percent
World total ...civicieeecenonannennnat 2,673.2 -- 100.0 3,850.8 - 100.0 144
South America ..cevcecesenenenannast 1,691.3 100.6 63.3 1,828.2 100.0 47.5 108
Brazil ....iiiiiieienceannnnannnat 1,215.1 71.8 45.5 1,177.5 64.4 30.6 97
Colombia ..uicirienceccacacennannst 403.9 23.9 15.1 479.3 26.2 12.4 119
CINET  tivitnecncoccsecnocnananasl 83.8 4.9 3.1 171.4 9.4 4,5 205
Africa coeveininnneeininencnnnaacest 425.2 100.2 15.9 1,078.1 100.0 28.0 254
Ivory Coast 2/ .cevriieinnncnnansst -- -- -- 220.5 20.5 5.7 --
ANGOlA .ueeivcrennnctosaceocnonant 67.6 15.9 2.5 196.5 18.2 5.1 291
Uganda ..civenrencnaceceocenaanest 55.2 13.0 2,1 177.5 16.5 4.6 322
Ethiopila .icviceeieencennenonnnnnat 48.1 11.3 1.8 113." 10.5 2.9 236
Malagasy Republic ....cievevnne.n: 46.1 10.8 1.7 55.4 5.1 1.4 122
Tanzania ..e.cicvneecnnocnneenannt 18.2 4.3 0.7 51.8 4.8 1.3 279
Kenya ..veeirennceecececnoncnnoant 17.2 4.0 0.6 50.8 4.7 1.3 296
Other .....cecveveeven. cencoenesl 174.0 40.9 6.5 212.5 19.7 5.5 122
Central AMETrica e-.cceeceerconenvanal 441.2 100.1 16.5 665.5 100.2 17.3 151
MeXiCo tivininiinntnnncacennnnnnat 88.7 20.1 3.3 172.1 25.9 4.5 194
El Salvador .s.ivieevececennnnnnsst 75.3 17.1 2.8 131.4 19.7 3.4 174
Guatemala ..-cecccecvccrcanconcencel 67.3 15.3 2.5 105.2 15.8 2.7 156
Costa RiCA +vesevvacevncssccnncaal 29.0 6.6 1.1 78.4 11.9 2.0 270
Honduras ....coveeveeceencnnee ool 14.9 3.4 0.6 27.3 4.1 0.7 183
Nicaragua :.ecieeinerccccecacenesl 23.4 5.3 0.9 32.0 4.9 0.8 137
Caribbean c.ieevecicrennnnecnneoat 109.6 24.8 4.1 92.0 13.6 2.4 84
Haiti coenneinineinenenencnnnnatl 39.7 9.0 1.5 28.7 4.3 0.7 72
Cuba teeiinneiieneanannenennenat 38.9 8.8 1.5 28.5 4.3 0.7 73
Dominican Republic .....v.uue.ua: 31.0 7.0 1.2 314.8 5.2 0.9 112
Other ..viieniiiiiiinnenennrant 33.0 7.5 1.2 27.2 4.1 0.7 82
Asia and Oceania ...veveennnns — 114.4 99.9 4.3 278.9 100.1 7.2 244
Indonesia sveieeecvenancencens caeel 62.7 54.8 2.3 116.2 41.7 3.0 185
India covevirnnnencnnncnnnnns PR 28.2 24.6 1.1 80.3 28.8 2.1 285
Philippines 3/...eeeveeenennnnnnss - -- -- 44.9 16.1 1.2 .-
Other ...... eceerecieraneencennal 23.5 20.5 0.9 37.7 13.5 1.0 160

1/ Marketing years. Items may not add to totals because of rounding.
2/ Part of French West Africa until 1957.

3/ Only minor production prior to 1957.

Source: USDA, Foreign Agricultural Service.

-- = not available,



Table & --Distribution of world coffee production, 1963/64-1966/67

Domestic Exportable

Country Production distribution 1/ production Exports
! sesssccsccsscmcccacnsaccccona Percent --+-<+cwececcccccncecnccccrcacaa
Brazil ....... Ceraenaaanat 36.0 48,2 32.9 34,1
Colombia ...cevvvuennnnest 12.0 7.4 13.4 12.4
Ivory Coast .ocovon.. ceest 5.5 0.3 7.0 6.1
Angola ......ovvenens eeeat 4.5 0.4 5.8 5.5
Mexico +.vuvvienrinnnasnst 4,2 1.5 3.2 3.0
Uganda ...... Ceeerreannest 3.9 0.1 5.1 5.3
El Salvador ............ .t 3.0 0.8 3.6 3.6
Indonesia ......oo00nnvss : 2.9 2.2 3.2 2.8
Guatemala ........... ceeet .7 1.4 3.1 3.2
Ethiopia .......uv... creel 2.5 2.3 2.5 2,5
Costa Rica ......... ceenst 1.6 0.8 1.8 1.8
Zaire ........ Cenereeranad 1.5 1.1 1.6 1.5
Cameroon ...... Cerreeeeest 1.5 0.2 1.9 1.8
Malagasy Rep. «v...uun. ..t 1.4 1.0 1.5 1.6
EcUAdOT «evseesusrananonst 1.3 1.2 1.3 1.4
Kenya «...... Cerierereaned 1.2 0.1 1.5 1.5
OLHEr  ovviernneninenant 14.0 24.8 10.7 11.8
TOTAL 2/ vvenrrinnnn. " 99.7 99.8 100.1 99.9
; --------------------------- Metric tong =-~=-==s-cerccccnccvracncnccan
Brazil «........... veeeeet 1,438,500 442,500 996,000 987,840
Colombia v........ e ot 474,000 68,280 405,720 358,260
Tvory COBSt ..evuvenvron o2 217,080 3,060 214,020 177,480
Angola «.veennuiunen .. o 180,000 3,420 176,580 160,020
Mex1CO ovvvvie.. e ot 167,280 69,000 98,280 85,440
Uganda ........... et 156,000 840 155,160 152, 940
El Salvador «........c...: 117,600 7,620 109, 980 103,740
INdONesia «.oovveeeenn. ot 116,220 20,400 95,820 82,260
Guatemala ......ii0000000? 107,100 12,840 94,260 93,720
Ethopla vveeuevren. et 97,860 21,300 76,560 71,460
Costa Rica ...ovvvnsvnnns .l 62,460 7,680 54,780 54,600
Zalre ......... e .t 58,860 10,500 48,360 42,360
Cameroon ,...c.ovaasessas : 58,020 1,740 56,280 53,340
Malagasy Rep. ...... - 53,580 9,060 44,520 45,600
Ecuador ....iveevininnsent 50,460 11,160 39,300 40,320
Kenya «..oovivvnrancnnanst 48,120 1,200 46,920 43,860
Other ....... Ceseeeserasl 553,260 227,280 325,980 341,580
TOTAL 2/ tiiveevonerannst 3,956,400 917,880 3,038,520 2,894,820

1/ Domestic distribution (consumption) is the residual of harvested production less exportable

production.
2/ Items may not add to totals because of rounding.

Sources: World harvested and exportable production--USDA, Foreign Agr. Serv.; coffee exports=--
Pan American Coffee Bureau, Annual Coffee Statistics, 1966, 1967, and 1968.
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Colombian coffee production ranks second to Brazil's (tables 3 and 4).
Unlike Brazil's, Colombia's coffee production increased between the early
1950's and late 1960's from 404,000 tons to 479,000 tons, cr 19 percent.
Production in 1952-56 was 24 percent of South America's production and 15 per-
cent of world production. During 1966-70, Colombia produced 26 percent of
South America's output and 12 percent of world production.

Increased yields and higher than average prices 8/ can be expected to
favorably influence the trend in Colombia's production. The National Federa-
tion of Coffee Growers has placed major emphasis on efforts to introduce new
and improved methods of cultivation to Colombia's coffee farmers.

Most of the balance of South American coffee is produced in Venezuela,
Ecuador, and Peru; small amounts are produced in numerous other countrij.es.

Africa 9/

Coffee harvests in Africa increased dramatically from 1952-56 to 1966-70,
when production rose from 425,200 tons to over 1 million -- a 121 percent in-
crease. In the early 1950's, African production was only 17 percent of world
production. By the late 1960's, African production had increased to 27 percent
of world production.

Unlike Brazil, the African region is not plagued by damaging frosts.
And with few exceptions, African governments did not actively discourage coffee
production during the 1960's, as was done in South America. 1In fact, planting
of new trees during the 1960's will strongly influence African production in
the 1970's. Also, most African countries still have ample resources of land
and labor for further expansion of coffee production. On the demand side,
increased use of robusta coffees for soluble manufacture have enhanced the
longrun economic outlook for African coffee producers.

Africa's largest producer -- the Ivory Coast -- is third in world pro-
duction (tables 3 and 4). From 1957 10/ through 1966-70, coffee production
doubled, going from 102,000 to 204,000 tons. During the late 1960's, the
Ivory Coast produced 5 percent of world production and nearly 21 percent of
African production.

Trends in Ivory Coast production will be favorably influenced by its
stock of relatively young trees. Almost 10 percent of the rrees are fairly
recent plants and about 50 percent are less than 15 years old. Thus, average
yields per tree can be expected to increase or at least remain stable; however
conversion of marginal coffee land to alternative uses could result in a de-
cline of total coffee production.

2

8/ Prices for Colombian "mild coffee' average 15 to 30 percent higher than
for nonmild (robusta).

9/ Description of the factors influencing production in the African area are
taken largely from (11), pp. 4-180.
10/ Prior to 1957, the Ivory Coast was part of French West Africa.
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Angola ranks second to the Ivory Coast and is considered one of the best
robusta producers for bean size and flavor. From 1952-56 to 1966-70, Angola's
production increased from 67,600 to 156,500 tcns, or 176 percent, while
Angola's share of world production increased from under 3 to over 5 percent
(table 3).

Angola's future production will probably be negatively influenced by a
fairly high incidence of "sudden death" (morte subita) and root rot. As a
matter of policy, the Angola Agricultural Department is making serious attempts
to lessen the country's dependence on coffee.

Uganda ranks third in African production (table 3). Its production
increased from 55,000 tons in 1952-56 to 177,500 tons in 1966-70, or 222 per-
cent, while its share of world production increased from 2 to 4 percent. This
trend in Ugandan production is not expected to continue. Only a very limited
number of trees were planted during the 1960's and only a small amount of new
land is available for coffee production. On the other hand, production could
be increased somewhat by more intensive application of relatively cheap hus-
bandry practices such as proper weeding and pruning.

Ethiopia's coffee production increased from 48,100 tons in 1952-56 to
113,200 tons in 1966-70, or 136 percent, and its share of world production in-
creased from 2 to 3 percent. The apparent potential for coffee expansion is
considerable. Natural conditions such as soil and climate are almost ideal for
coffee production and the greater application of simple husbandry practices
such as proper tree spacing, weeding, and shading could improve tree yields.

From a practical standpoint, it is difficult to accurately assess
Ethiopia's potential as a coffee producer because reliable data on production
are difficult to collect in nonforest areas and virtually -impossible in the
approximately 400,000 hectares of coffee forest.

Coffee production in the Malagasy Republic increased from 46,100 tons in
1952-56 to 55,400 tons in 1966-70, or 22 percent. However, its share of total
African production declined from 11 to 5 percent. Future trends in production
will be significantly influenced by the Government's plan to increase annual
production to 70,000 tons on only one-third the present coffee growing area.

Tanzania's coffee production increased from 18,200 to 51,800 tons be-
tween 1952-56 and 1966-70, or 179 percent. It is believed that Tanzanian pro-
duction could be increased significantly in the near future by better pruning,
spraying, and picking practices, However, unless world coffee prices increase,
it is doubtful whether the growers will be willing to give their crops this
added attention.

Another major African producer -- Kenya -~ nearly tripled its harvested
production -- from 17,200 to 50,800 tons -- and increased its share of world
production from 4 to nearly 5 percent (table 3). Future Kenyan production is
expected to reach 78,000 tons by the early 1970's. Large areas of suitable
coffec land remain unplanted, largely because of the Govermment's decision to
restrict production during the 'coffee-glut" years of the middle 1960's.
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Central American Region 11/

For the purposes of this study, the Central American region includes
Mexico and the coffae pToducing countries of the Caribbean. This region in-
cludes countries with a wide diversity of coffee production activities.
Between 1952-56 and 1966-70, coffee production in the region increased from
441,200 tons to 665,500 tons, or 5i percent, while its share of world produc-
tion remained essentially stable at about 17 percent (table 3).

Mexico is the leading coffee producer in the Central American region
(table 3). From 1952-56 to 1966-70, Mexican production nearly doubled -- from
88,700 to 172,000 tons -- and its share of the region's production increased
from 20 to 26 percent (table 3). Future trends in Mexican coffee production
are expected to be favored by increased yields. Despite a 5-percent reduction
in acreage since 1962, total production hasg increased.

El Salvador's coffee production ranks second in the Central American
region. From 1952-56 to 1966-70, E1 Salvador's production increased from
75,300 to 131,400 tons, or 74 percent, and its share of the region's production
increased from 17 to 20 percent. No significant changes are expected in El
Salvador's production. Coffee is presently produced under a relatively effi-
cient system.

Guatemala's coffee harvest increased 56 percent from 1952-56 to
1966-70 -- from 67,300 to 105,200 tons -- and its share of world production
increased from 15 to 16 percent. Despite a Government policy encouraging
diversification in the coffee areas, intensive cultivation is expected to in-
crease annual production more than 30,000 tons by the early 1970's,

Costa Rica ranks fourth in the Central American region. Between 1952-56
and 1966-70, Costa Rican coffee production increased from 29,000 to 78,400
tons, or 170 percent -- the greatest increase for any country in the region,
This trend in Costa Rican production has been increased by two major factors:
hectarage increased despite Government policy to reduce production during the
middle and late 1960's and yield per hectare increased greatly. It may reach
1,000 kilograms during the 1970's.

The rest of Central America's coffee is produced in Honduras, Nicaragua,
and the Caribbean,

Three countries -- Haiti, Cuba, and the Dominican Republic -- produce
most of the coffee in the Caribbean. From 1952-56 to 1966-70, Caribbean coffee
production declined 17,600 tons, or 16 percent. Prospects for a reversal of
this decline appear dim. In Cuba and the Dominican Republic, production is
predominantly a smallholder's enterprise and most trees are past their prime.

11/ Description of the factors influencing production in the Central
American region are taken largely from (11, pp. 181-276).

16



Asia and Oceania Region 12/

Coffee production in the Asia and Oceania region increasad 144 per-
cent -- from 114,400 tons in 1952-56 to 278,900 tons in 1966-70 -- and the
region's share of world production increased from 4 to 7 percent. This trend
is favorably influenced by Philippine production, which began in the mid-1950's,
and India's efforts to increase coffee production. Under India's two 5-year
plans (1967-72 and 1973-78), coffee production goals are 84,000 and 96,000
tons, respectively. These production goals seem reasonable, since Indian pro-
duction increased from 28,200 tons in 1952-56 to 80,300 tons in 1966-70.
Philippine production is largely a result of a coffee rehabilitation program
which was first directed at self-sufficiency and later at providing a coffee
surplus for export.

Indonesia is the largest producer in the Asia and Oceania area, followed
by India and the Philippines (table 3). Indonesian production increased from
62,700 to 116,200 tons between 1952-56 and 1966-70, or 89 percent. Production
is not expected to increase in the near future because coffee estates are
ouffering from labor shortages and many smallholders are interested in alter-
native crops.

Concentration of World Coffee
Production and Imports

The world's coffee economy is characterized by considerable concentration
in production, exports, and consumption. In 1964-66, two countries -- Brazil
and Colombia -- produced and exported about 48 percent of the world's coffee
supply (table 4). Imported coffee consumption is concentrated in the United
States and Western Europe. However, some changes are occurring in the supply
as well as the demand structure of the world coffee economy. In recent years,
increasing output in African countries -- particularly of robusta coffees --
has reduced Latin America's relative share of world exports. On the demand
side, per capita consumption (in green bean equivalent) had declined in the
United States while increasing significantly in the British Commonwealth coun-
tries and Japan.

Major Exporters

Except for two relatively small coffee producers -- Hawaii and Puerto
Rico -- less developed countries are the sole producers of coffee. During the
early 1950's, producers in the Western Hemisphere accounted for nearly 80 per-
cent of world coffee exports. The most important of these were Brazil and
Colombia, which exported 43.8 and 18.0 percent, respectively (table 5).

Major shifts in relative shares of world exports occurred from the early
1950's through the late 1960's. Latin America now accounts for less than

12/ Description of the factors influencing production in the Asia and
Oceania area are taken largely from (11, pp. 362-435).
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Table 5 --Volume of coffee exports by producing countries and world share, 1952-54 and 1964-66

: 1952-54 ; 1964 -66 1964 -66
Region and country : ! World : ' World : index of exports
: Volume : ghare : Volume : gshare : (1952-54 = 100)
: 1,000 metric 1,000 metric
tons Percent tons Percent
Latin America ...coeeveveeses.: 1,546,433 80.0 1,813,100 63.1 117
North and Central America ..: 293,433 15,2 453,113 15.8 154
Costa Rica ..ovvvsnnennanst 24,267 1.3 51,393 1.8 212
Domin{can Republfc .......: 23,333 1.2 28,110 1.0 121
El Salvador ....eeeveeeenst 65,000 3.4 102,063 3.6 157
Guatemala ..ecviveevonnenns? 56,567 2,9 93,593 3.3 165
Haftl .. .oviienecnnenenneat 27,367 1.4 23,143 0.8 84
Honduras ....ceceverncenast 9,600 0.5 22,313 0.8 232
MexiCo ceuvvnennnrnnnnenast 64,900 3.3 93,080 3.2 145
Nicaragua ...cecevsocoanest 18,269 0.9 24,900 0.9 136
Other «.iviinvenneorennesst 4,133 c.2 14,517 0.5 351
South America .......ov0una.: 1,253,000 64.8 1,359,987 47.3 109
Brazil ...ovvivevnnnnneaest 846,033 43.8 905,203 31.5 106
Colombia ..ivvevrnenensasst 348,333 18.0 352,217 12.3 101
Bcuador .i.vevevenvencenest 19,733 1.0 38,637 1.3 195
Peru ..iviiiiiirinnnennannes 3,367 0.2 27,413 1.3 943
Venezuela .. .vcvvevvennn..: 34,133 1.8 18,853 0.7 552
Other ...ovevevecesncsoennss 891 0.0 7,663 0.3 957
Africa veoeviriiiinnennnneanea.! 331,000 17.1 879,853 30.6 266
Angola ...vviiiiiiiiininn...t 54,500 2.8 151,463 5.3 278
Cameroon «uvsveeeororenasas,: 10,067 0.5 55,4117 1.9 550
Central African Republic .,.: 4,200 0.2 10,487 0.4 249
Z81re .veveeniinnienennnnan.t 33,067 1.7 32,157 1.1 97
Ethiopia .ivvvvevevennanns.,t 33,900 1.8 77,550 2.7 229
Guinea ..civveicvennrnnnens,t 4,800 0.2 9,007 0.3 188
Ivory Coast ..vvvveriernenss,! 74,233 3.8 190,480 6.6 257
Kenya c.coecennnnerevenesas,? 14,300 0.7 45,293 1.6 317
Malagasy Republic ....,....,: 39,833 2.1 44,557 1.6 112
Nigeria .veevvveenennnseess.? 433 0.0 4,040 0.1 93
Sierra Leone ...vevevenses.,: 1,167 0.1 6,503 0.2 557
Tanzania .veeevecceennennes,? 18,033 0.9 37,683 1.3 209
TOBO tevecveesenncocansnseas’ 3,000 0.2 13,343 0.5 445
Uganda .....ovnvvvnnnnnness,: 37,200 1.9 155,010 5.4 415
Other ...vvvvvencenennnnennst 2,267 0.1 46,864 1.6 206
Asia and Oceanfa .......0.,..,! 56,167 2.9 177,273 6.: 307
Yemen (Aden) ......coupvee.,: 8,200 0.4 4,483 0.2 55
Hong Kong ..vvvvnvennansaas.? 100 0.0 17,120 0.6 171
India cevvevnnirenennnnnens. t 4,500 0.2 26,813 0.9 596
Indonesia ....vvvvvennennss,,? 29,600 1.5 87,020 3.0 294
SiNgapOre cevieviersvncnne., t 7,733 0.4 20,083 0.7 260
New Caledonia ..........s... ! 1,533 0.1 1,587 0.1 103
Other .vvveeressansneonnnna, !t 4,50n 0.2 22,167 2.8 493
World covevnnvnennnnonnnnnes: 1,933,600 100.0 2,872,226 100.0 149

Source: (9)
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two-thirds of the world export market. African gains almost account for the
displacement of exports from the Western Hemisphere. On a total export quan-
tity basis, there were gains from 1952-54 through 1964-66 for both Latin
America and Africa. However, the increase for the former was only 17 percent,
while for the latter it was over 160 percent (table 5).

The major shifts in the relative importance of the African coffee trade
over the past 20 years resulted from a rapid increase in production and exports
in countries like Angola (from 54,500 tons in 1952-54 to 151,463 tons in
1964-66, or 178 percent), Kenya (from 14,300 tons in 1952-54 to 45,293 tons in
1964-66, or 217 perceant), and Uganda (from 37,000 tons in 1952-54 to 155,000
tons in 1964-66, or over 390 percent). In Latin America, numerous smaller pro-
ducers increased their coffee export levels significantly (table 5). However,
the largest producer-exporters -- Brazil and Colombia -- increased their ex-
ports only 7 and 1 percent, respectively.

An analytical description of the major trade flows between the major
exporting and importing regions is shown in table 6 for 1964-66. In this
table, the exporting regions are shown as column headings at the top of the
table. The data in this table indicate that world coffee exports are almost
entirely (over 99 percent) from the less developed to the developed countries,
as indicated by the concentration of numbers in the lower left quadrant.

Trends in Export Earnings

The volume and value of world coffee eyports increased about 28 percent,
or 2.5 percent per year, from 1959 through 1969. The index value of exports
trended upward rather unevenly, with the maior share of the increase for this
period occurring in 1963-64 and 1968. On the other hand, the index of volume
Increased rather evenly throughout the period with the exception of a sharp
rise during 1963 (table 7).

From 1959 to 1967, there were divergent trends in export earnings of the
various exporting countries (table 8). For example, export earnings of Western
Hemisphere areas have increased only slightly. In contrast, earnings for
African exporters (in constant value) have increased nearly 80 percent
(table 8). Generally, these gains in expert earnings have come from a larger
volume rather than higher unit values (table 9). Unit values for coffee ex-
ports declined from 1957 through 1962. Price stabilization activities of the
International Coffee Organization (described in app. B) plus reductions in
world coffee stock reduced the downturn in world coffee prices. World prices
generally stabilized throughout the 1960's (table 9).

Major Markets for Imported Coffee

United States

The United States is the largest world market for imported coffee.
Historically, Latin America has been the largest supplier of green coffee for
this market. However, since the middle 1950's, Africa has steadily increased
its share of the U.S. market. For example, during 1962-69, the African share
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Table 6 --World trade in coffee, 1964-66
(Metric tons)

Developed Communist Less developed
Importing
regions o | 8 . 8
U H -t
“ g REIELS ql, [orid
g o B R P A R ST KA o R B B P 20
. . . o
Exporting K ER (il 8] 55| 84| 5, | B5| 83|55 5] |3
regions Sg |8 agl=ala(%] 3¢ 828 g&’ b @ < il
, Sa|8|8|SK|s|3[2la|cal83|5] 82| 8% ulu =X | o | o fnd
United States 14| 2 1 1] 2 2O 20
Canada 1 1 1 2
EC » 13 4 1 18 1 19
United Kingdom 1 1 1
0.W.E. 1 1 1
Japan 1 1
Austral. - N. Zea. 1 2 3 3
S. Afr., Rep. of 1 1 1 2
Total Developed 2] 141 17 6 4] 2 45 1 112 49
Eastern Europe 1 1 2 2
U.S5.S.R.
Com. Asia 1 1
Total Communist 1 1 2 1 3
C. Amer. & Mex. 2461 10[142 5] 34 5 443 2 3 448
S. America 661 36281 7 12331 9 1,235| 68 | 18 4 | 41 38 12 | 1,416
E. & W. Africa 373| 14{289| 53 | 56| 15 812 14 1 1 41 35 1 868
N. Afr. & W. Asia 2 2 3 1y 1 9 2 1 2 14
S. Asia 4 7 1 2 14 6 7 27
S. E. Asia 1 1 2 3
E. Asia & Pac. Is. 41 28 1§24 1 104 2 1 41 15 126
Total less
developed 1,328} 60/750| 70 [350| 31 2,618 94 | 28 1 4 | 41] 4] 78 5[ 29 §2,902
World total imports|1,330( 74[767] 77 [355] 33 2,665| 94 | 29 1 4 ) 41 4] 79 6] 312,954

The absence of data indicates trade flow of less that 500 metric tons.
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Table 7 --Indexes of value and volume of world coffee exports from

producing countries, 1959-70

(1960 = 100)

Area : 1959 : 1960 : 1961 : 1962 : 1963 : 1964 : 1965 : 1966 : 1967 1968 1969 1970
et e T Value of coffee eXports -----cemccmcee o cmccccaaas

World .......ccceeee: 102 100 97 98 105 126 117 126 119 135 129 124

Central America ..: 90 100 90 99 93 116 118 121 104 114 114 117

South America ....: 105 100 97 94 101 111 103 106 101 117 111 101

Africa ...vv0ee...: 103 100 96 107 120 172 152 182 170 191 182 159

Asia & Oceania ...: 116 100 133 128 171 179 181 209 269 251 254 256
ittt TP Volume of coffee eXports ---=--ecccecaccmcmccacmcccanas

World .....0c000eee.: 102 100 103 105 118 109 105 118 121 129 128 168

Central America ..: 92 100 98 112 106 111 109 115 111 124 119 130

South America ....: 105 100 100 102 113 95 87 100 103 112 112 126

Africa ...........: 102 100 103 99 122 133 133 147 142 158 154 218

216 245 352

Asia & Oceania ...: 93 100 181 161 206 145 187 202 286

Source: (9).
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Table 8 --Value of coffee exports by producing countries, 1959-70

Country 1959 1969 : 1961 1962 1963 1964 1965 1966 : 1967 1968 1969 : 1970
1,000 dollars
North and Central :

America .........: 307,748 341,128 308,530 338,520 318,750 397,890 403,910 412,810 356,350 390,310 388,250 393,940
Costa Rica .....: 40,050 43,930 43,300 48,420 45,970 48,030 46,630 52,640 54,840 55,260 55,830 73,080
Cuba i 2,200 3,710 2,670 6,610 420 100 50 40 3,530 8,860 3,500 n.a.
Dominican Rep. 17,510 22,570 14,350 19,890 18,460 30,5C0 21,100 20,950 17,020 17,930 21,250 25,900
El Salvador ....: 71,280 76,670 70,150 75,670 74,590 92,860 95,550 89,030 98,590 92,220 88,700 111,960
Guatemala ......: 74,250 74,560 67,130 67,120 77,080 71,090 92,180 100,070 61,590 73,420 81,450 97,700
Haiti ...ouvuann: 16,040 16,580 13,460 20,070 15,960 17,530 19,320 20,720 13,690 14,610 16,500 14,100
Honduras .......: 11,740 11,820 9,030 11,430 14,190 16,920 22,150 19,870 17,740 20,790 18,000 25,800
Mexico ....iuv..: 51,060 62,050 63,080 64,110 43,970 86,720 65,610 73,570 54,550 69,040 67,740 n.a.
Nicaragua ......: 13,860 19,220 17,370 15,430 17,540 21,100 26,350 21,760 21,100 22,680 20,560 32,090
Other ..........: 9,758 10,018 7,990 9,770 10,570 13,040 14,970 14,160 13,700 15,500 14,520 13,310

South America ....:1,164,370 1,109,240 1,079,980 1,042,810 1,122,980 1,232,730 1,136,430 1,174,220 1,116,860 1,302,450 1,231,810 1,400,490
Brazil .........: 743,570 712,710 710,390 642,670 748,280 759,700 706,590 763,980 704,730 774,480 812,960 939,900
Colombia .......: 361,250 332,250 307,830 332,020 393,010 294,230 343,900 328,260 322,370 445,770 343,940 n.a.
Ecuador ........: 17,500 21,950 14,250 20,950 18,260 21,190 38,240 32,540 39,830 34,480 26,640 50,700
Peru ....ececou.: 15,600 18,490 22,770 24,180 25,560 36,980 29,010 28,500 29,490 35,750 30,130 44,71y
Venezuela ......: 24,630 21,970 22,690 18,800 23,360 15,010 13,670 13,490 13,980 8,010 14,240 17,250
Other ..........: 1,820 1,870 2,050 4,190 4,510 5,640 5,020 4,150 6,160 4,260 3,900 4,390

Africa ...........: 367,140 357,780 342,840 380,940 429,860 616, 340 543,380 650,480 609,210 684,780 651,320 787,805
Angola .........: 48,260 43,950 48,670 64,210 66,230 99,510 93,470 106, 380 123,370 122,800 122,590 134,980
Cameroon .......: 20,280 18,670 20,750 21,130 26,080 37,720 31,770 44,870 43,890 51,060 45,840 52,430
Central African :

Republic ..... . 3,760 3,460 3,930 4,210 3,170 8,010 4,070 7,280 5,810 4,920 5,420 6,710
Zaire .....uu...: 37,870 30,040 14,000 13,930 17,320 23,570 14,300 22,680 27,500 34,300 28,200 33,900
Equ. Guinea ....: 5,010 8,530 6,730 L,770 5,320 5,290 5,990 6,170 6,120 6,500 6,000 n.a.
Ethiopia .......: 40,580 43,530 37,780 43,430 44,630 63,940 75,810 62,810 56,140 81,400 70,040 n.a.
Guinea .........: 9,090 8,580 8,080 2,890 5.790 2,500 6,000 8,300 1,290 8,230 5,500 n.a.
Ivory Coast ....: 64,900 75,720 82,310 78,350 99,140 128,510 104,880 422,520 102,990 145,320 116,920 155,500

Continued ~--



Table 8 --Value of coffee exports by producing countries, 1959-70 -- Continued

Country : 1959 1960 : 1961 1962 1963 1964 1965 1966 : 1967 : 1968 : 1969 : 1970
: 1,900 dellars
Africa--Continued :

Kenya .....oecoo.: 29,660 28,780 29,750 29,720 30,899 43,390 39,680 52,690 43,970 35,980 47,270 62,430
Malagasy Rep. ..: 24,180 23,560 22,470 30,060 23,960 24,550 28,900 30,760 32,910 35,660 32,060 39,390
Nigeria ........: 1,810 2,770 199 260 650 2,310 400 4,210 1,010 1,380 2,970 1,980

Sierra Leone ...: 2,760 1,820 1,670 870 1,830 3,610 1,890 5,490 1,840 3,750 4,200 n.a.

Tanzania .......: 16,090 20,510 18,940 18,410 19,150 30,950 24,060 42,400 33,440 n.a. n.a. n.a.
TOEO vvevennn. Vs 7,240 2,480 5,040 5,450 3,240 10,230 5,530 7,910 3,400 6,490 6,770 9,570
Uganda .........: 52,330 42,240 39,140 56,480 76,110 99,130 85,190 97,410 96,880 100,100 109,190 142,030
Other ...... e 3,320 3,030 3,390 4,430 6,570 32,890 21,440 28,600 28,650 66,590 58,750 65,815
Asia and Oceania : 59,480 51,490 68,360 66,040 87,840 92,240 93,170 109,690 138,490 129,440 130,840 170,135
Yemen (Aden) ...: 4,160 3,680 3,940 3,190 3,220 4,570 3,890 2,800 1,600 n.a. 1,010 1,150
Hong Kong ......: 110 330 1,610 2,280 2,750 7,250 8,930 10,680 5,450 6,210 10,820 14,160
INdia ooeeveennns 13,130 14,010 20,010 16,550 17,010 28,970 23,460 22,370 24,820 22,090 26,190 29,590
Indonesia o.....: 18,880 13,680 13,750 12,510 19,840 26,500 31,670 32,660 43,810 42,970 49,830 64,600
Singapore ..... . 15,690 12,860 18,120 20,120 31,350 9,480 9,270 19,930 41,580 33,100 36,170 30,020

New Caledonia ..: 1,010 910 1,170 730 720 1,340 740 1,030 710 690 370 n.a.’
New Guinea .....: 1,010 1,590 2,450 3,450 4,510 5,970 8,150 9,760 11,310 16,020 n.a. 22,600
Other ....veeee.: 5,490 4,430 7,310 7,210 8,440 8,160 7,060 8,460 8,210 8,360 6,450 7,210

n
w

Wworld ............:1,898,738 1,859,638 1,799,710 1,828,310 1,959,430 2,339,200 2,176,890 2,345,200 2,220,910 2,507,280 2,402,220 2,900,240

Source: (9).
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Table 9 --Value per metric ton of coffee exports,

by producing countries, 196%-70

Country :

1959

;1960

1961

1962

1963

: 1964 1965 : 1966 : 1967 : 1968 : 1969 : 1970
: Dollars
North and Central America: :
Costa Rica ...vevveencennnnas 925 951 833 844 842 941 966 960 829 806 825 1,058
Cuba tiiitiiirinrnnernnonnn.: 730 698 668 762 677 833 833 800 784 777 761 n.a.
Dominican Republic .........: 801 772 714 679 671 887 859 825 787 762 769 992
El Salvador ....ceeeeeennnnn: 859 857 810 724 738 849 957 918 807 785 779 1,009
Cuatemala ...oocevvnvrnennn.: 895 933 850 815 785 935 965 916 752 778 904 1,019
Haltl ...iiiiiiennnnnnnnnnnns 732 700 670 672 682 852 853 823 764 771 885 904
Honduras .......ccveeunnuen.: 767 762 718 718 694 889 889. 864 878 788 757 824
MeXiCO .viveeencenncanneneans 678 742 680 678 647 837 815 773 701 696 699 n.a.
Nicaragua .....eeceuvvecenans 850 883 828 751 729 906 934 937 826 797 774 1,074
South America: :
Brazil ..iineenncnncnncnnnnns 702 706 698 654 639 847 783 756 702 699 725 976
Colombia ..ovvvvinnnnnnnnnnns 939 933 908 843 824 1,025 1,017 983 882 1,128 885 n.a.
ECUBAOT tvvvverunenennnnnnnn: 739 692 623 636 619 858 804 745 688 696 698 964
POU (iunvirnnnnnnnnnnnnnnn.:t 785 702 670 646 638 875 819 805 717 682 703 981
Venezuela ....ccvevvennnnn.ns 867 884 922 970 986 751 989 48 742 798 746 1,035
Africa: :
ANGOla ..ieirinrrnnnnnnnnn.s 542 504 412 402 480 717 587 680 628 651 615 747
CAMETOON vvreernnnnnnnnnncnns 688 612 585 513 554 503 658 661 644 695 672 838
Central African Republic ...: 642 584 541 534 548 640 533 644 6368 599 602 789
ZaiTe ...veeeiiiiiinennnnnans 670 514 412 420 366 629 622 630 632 651 578 580
Equatorial Guinea ..........: 858 917 765 916 801 829 861 857 854 812 833 n.a.
Ethiopia c.ocvvinninnnnnnunns 897 849 674 690 672 905 921 846 756 762 791 n.a.
GUINEA ..ivurverennnnnnnnnnnns 633 535 421 372 505 658 556 668 568 592 591 n.a.
Ivory Coast Ceereeceeiaceaant 619 513 532 541 545 629 565 675 691 678 656 796
Kenya et tbecteiaeeanaaanat 1,128 1,018 910 595 826 1,019 1,028 965 865 954 924 1,159
Malagasy Republiz ..........: 657 586 564 33€ 535 647 577 674 659 663 647 758
Nigeria ....cvientnnnennnnans 547 584 322 325 411 557 635 574 591 585 579 700
Sierra Leona ...... eerenaat 549 349 327 360 462 632 486 572 642 585 656 n.a.
Tanzania ..... ceecsanenan el 807 805 757 706 724 924 847 829 737 753 727 972
TOBO tituneannrnnnencoananast 626 585 493 502 521 634 519 598 605 635 613 716
Uganda ........convnennnnn.s 582 356 373 425 516 709 540 582 607 659 605 743
Asia and Oceania:
Hong Fong e ttereeennnenanant 917 473 434 390 393 538 514 521 426 396 412 446
Indfa ..iivinnnnnninnnnnnn..: 895 851 626 780 720 917 949 927 77 782 759 1,032
Indonesia ....civivinnnnn...s 493 332 205 219 260 442 300 342 329 523 478 663
New Caledonia ..... feeeneean . 711 679 619 566 571 641 643 678 676 633 569 n.a.
New Guinea ........oc0uv....: 1,042 1,068 1,065 497 917 868 926 898 872 864 n.a. 876
Singapore ............ ceerant 630 470 329 389 446 710 637 609 543 559 529 663
Yemen (Aden) ...............: 908 878 841 794 815 907 837 745 982 n.a. 894 1,009

Source: (9).



increased from 21 to 29 percent (table 10). Significant increases in African
production plus increased demand for robusta coffee (for soluble coffee manu-
facture) account for most of this shift o African coffee,

European Community

Rapid growth in European Community coffee importation has been a major
factor in the world coffee economy. Although the rate of increase is diminish-
ing, prospects for continued real income growth and reductions in consumer
taxes suggest that EC imports will remain an important component of world
coffee trade.

Major sources of EC coffee imports are shown in table 11 and appendix .
table A-3. During 1962-70, Latin American and African shares of the EC market
remained fairly stable -- averaging 57 and 35 percent. Brazil and Colombia
supply most of the arabica coffees, while Angola, Cameroon, and the Ivory Coast
supply the EC with most of its robusta imports.

Scandinavia

Average per capita consumption in Scandinavia in the late 1960's tas
nearly 11 kilograms -- the highest in the world. Total imports of green bean
coffee increased from over 201,000 tons in 1962 to over 262,000 tons in 1969,
or 4 percent per year.

Latin American exporters -- particularly Brazilian and Colombian --

dominate this market (table 11). Coifee supply patterns for the Scandinavian
countries have been very stable.

United Kingdom

The United Kingdom is one of the world's most promising import markets for
coffee. Total imports of green bean coffee increased 50 percent during 1962-69.

Three major coffee growing regions supply three-fourths of the British
demand for green coffce: What was then British East Africa (particularly
Uganda and, to a lesser extent, Kenya), 48 percent; Brazil, 17 percent; and the
Ivory Coast, about 9 percent (24, p. 96). The African countries supplied over
68 percent of green coffee imports in 1966-69 -- an indication of the wide
British acceptance of robustas (table 11),

Canada

During 1962-69, Canada's volume of green coffee imports increased only
10,000 tons, or 1.9 percent per year (app. table A-6). Despite this rather
slow rate of import growth, Canada ranked eighth among all countries in green
coffee imports during 1969 (24, p. 84).

25



1968 1969 1970

1967

1966
Percent

coffee imports, 1962-T70 1/

1964 1965

Table 10 --Market share of U.S.
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Table 11 --Export market shares of the major world coffee
importing markets, 1962-65, 1966-69, and 1970 1/

: : ‘ Scandinavia : :
Period and area of origin: U.S. : EC 2/ ¢ u©K : Canada : Japan
Percent
1962-65:
Latin America .e.........: 73.5 56.0 87.4 20.7 67.3 46.2
Africa .ivvivennnnnnennnn: 24,1 37.8 6.6 70.0 13.5 32.0
Asia & Oceania ....00....: 2.3 4.1 4.8 3.6 0.5 6.9
Other 3/ ..viiinnnnnnenn: == 2.1 1.1 5.7 18.7 15.0
1966-69: :
Latin America ...........: 65.4 58.1 87.2 16.2 58.1 53.6
Africa ....civviivenennnn: 29.4 34,7 7.5 68.2 25.5 40.3
Asia & Oceania ..........: 5.5 4.5 4,4 4.4 1.0 3.2
Other 3/ ...iveviernnnnnn: == 2.8 1.0 11.2 15.5 2.9
1970: :
Latin America .....c0ee..: 61.3 58.1 84.4 32.6 56.3 58.1
Africa .vviiieeveennnneas.: 32.8 35.1 10.7 57.8 28.5 37.1
Asia & Oceania ..........: 5.5 3.4 3.7 4.5 0.4 2.6
Other 3/ ...............: 0.4 3.4 1.2 5.6 14.7 2.2

1/ Percentages derived from data in table 10 and app. tables A-3 through A-7.
2/ Norway, Sweden, Denmark, and Finland.
3/ Includes exports from nonprcducing countries and unallocated imports.

Source: OECD and United Natjons.

== = not applicable.

Historically, Latin America has been the major supplier for the Canadian
market. However, during 1962-69, African producers more than doubled their
share of the market -- from 14 to over 25 percent. Conversely, Latin America's
share declined from 67 to 58 percent (table 11).

Japan

The Japanese market for green bean coffee is the world's most dynamic.
During 1964-69, imports more than doubled, from 25,000 to over 61,000 tons
(app. table A-7). Most of this growth in imports can be attributed to the in-
crease in per capita consumption, particularly by younger pecople. Also, by the
late 1960's, increasing amounts of green coffee imports were being used for
manufacturing soluble coffees. Previously, Japan imported most soluble coffees
from the United States and West Germany.
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As a relatively new coffee market, Japan's import activities are not tied
to historical coffee trade channels. During 1962-69, divergent trends appeared
in the shares of the Japanese green coffee market held by the major exporting
areas and countries. For example, Africa's share increased from 37 percent in
1964 to 56 percent in 1966. Three years later, Africa's share had declined to
31 percent.



III.--CONSUMPTION TRENDS AND DEMAND ANALYSIS

Methodologz

Per capita coffee consumwption was assumed to be a function of retail coffee
prices; retail prices of major coffee substitutes, such as tea, cocoa, and milk;
Per capita consumer expenditures; and time ("trend factors"). Data on addi-
tional coffee substitutes, such as colas, wine, and beer, would have been
desirable 13/. However, complete data series (1952 through 1965) on these
items were not available. Real Prices and real consumer expenditures (deflated
to a 1958 base) are used throughout this study. Income (consumer expenditures)
and time were found to be highly intercorrelated; consequently, in most cases,
time (trend) was eliminated as a variable, so as not to confuse income results,
Population was implicitly included by using per capita consumption and income
data.

Lagged relationships were not considered in any of the demand analyses. As
with most food product studies using annual data, adjustment in consumption
following a change in price or income was assumed to have taken place in the
same year. That 1s, price or income changes in previous years, or expected in
future years, had little effect (if any) on current consumption,

Time series multiple linear regression was used to generate the coefficients
which are used in chapter IV to project expected consumption in 1980,

Consumption data were regressed on all the variables 1in (1) natural form,
(2) first differences--natural, (3) double log, and (4) first difference--
double log form. Best results were obtained from regressions on data in the
double log form. The results of the most instructive of these analyses are
discussed under each country analysis,

Time and resource limitations did not permit extensive statistical analysis of
the factors affecting coffee supply. Thus, only the demand side of the
Marshallian scissors is analyzed in detail.

Data limitations restricted detailed analyses of coffee consumption to only 17
major coffee importers. These importers, however, consumed 93 percent of world
coffee imports in 1952 and nearly 88 percent of world imports in 1964-66

(table 12). The level and growth of coffee consumption varies widely with
changes in coffee prices and income among these countries. However, when
growth in consumption characteristics of both coffee and tea (a major coffee
substitute) are considered jointly, distinct country groupings emerge

(table 13). For example, in the British Commonwealth countries, growth in
coffee consumption increased rapidly during 1952-67, apparently at the expense
of tea consumption. On the other hand, in the EC, Switzerland, Austria, and

13/ In a recent study, available only after this study was essentially com-
pleted, there is some evidence that rising consumption of soft drinks, pareic-
ularly among those persons in the younger age groups, may be partly respon-
sible for the decline in U.>. coffee consumption. See "The Downtrend in
U.S. Coffee Consumption", by Federick D. Gray, National Food Situation, U.S.
Dept. of Ag., NFS 138, Nov. 1971, pages 31-40.
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Table 12 --Coffee consumption in 17 selected countries, 1952,

1958, and the base period--1964-66

Consumption 1/

Per capita

Share of world

consumption consumption
Region and country : : : : : : :
1952 1958 1964-66 : 1952 : 1958 : 1964-66 : 1952 : 1958 1964-66
---~- 1,000 metric tons ---- ---- Kilograms ---- = -----. Percent ------
United States .......c.ec.vveveeuen.: 1,188.6 1,226.4 1,278.9 7.55 7.05 6.73 61.6 54.9 45.1
British Commonwealth and Ireland .. 91.9 106.8 172.2 0.86 1.27 1.89 4.7 4.8 6.1
England ............. seascaceeees 43,2 44,2 80.8 0.85 0.85 1.65 2.2 2.0 2.8
Canada ....coiniiciinnnnnnnnnnns 44.3 53.7 75.6 3.07 3.15 4.22 2.3 2.4 2.6
Ireland ..... cteeeeeans Ceenesenast 2/.4 0.4 0.6 n.a. 0.14 n.21 9.02 0.02 0.02
Australia ............ ceeceacannel 3.5 7.4 11.7 0.41 0.75 1.32 0.2 9.3 0.4
New Zealand .......... cecesiencee 0.6 1.1 3.5 n.a 0.50 1.34 n.03 0.05 0-1
Scandinavian COUNELies re-eoveceess: 114.7 159.3 221.8 6.08 8.04 10.65 5.9 7.1 7.8
Sweden ................ eane ceae 47.6 64.0 94.1 6.68 8.58 12.00 2.5 2.9 3.3
Denmark .....c.veen.. teeereanaen 23.3 37.4 50.2 5.40 8.30 10.56 1.2 1.7 1.8
NOTWayY tiieriiiiiiniieitinnnnnaas 22.0 26.5 32.6 6.60 7.50 9.25 1.1 1.2 1.1
Finland ......... teesssscacances 21.8 31.4 44.9 5.32 7.17 9.74 1.1 1.4 1.6
EC/S/A 3/ veivenennann. ceenas crene 395.7 559.3 811.1 2.31 3.09 4,08 20.5 25.0 28.6
West Germany .......veeeeeeuenonnt 56.5 159.6 269.3 1.11 2.88 4.48 2.9 7.2 9.5
France ....cuiiiiiiinnennnnnne .o 166.3 191.0 224.2 3.92  4.27 4.70 8.6 8.6 7.9
Netherlands ........0.0..... ereed: 27.0 43.3 76.0 2.60 3.90 6.53 1.4 1.9 2.7
Italy ceiiennnn.. ceeens ceertanns 71.3 80.9 121.1 1.51 1.70 2.56 3.7 3.6 4.3
Belgium-Luxembourg ........ ceeven 52.0 52.5 63.6 5.76 5.60 6.49 2.7 2.4 2,2
Switzerland ......... ceecsssiascant 18.2 23.0 39.8 3.78 4.44 6.70 0.9 1.0 1.4
Austria ........... ceesceneseens 4.4 9.0 17.1 0.64 1.28 2.48 0.3 0.4 0.6
Total ...veinnininiinnneinninnennae: 1,790.9 2,051.8 2,484.0 n.a 4.44 4.96 92.8 91.9 87.6
All other importing countries .....: 137.0 181.6 352.3 n.a n.a. n.a. 7.1 8.1 12.4
World totals ........ ecececcnnen ...; 1,927.9 2,233.4 2,836.3 n.a n.a. n.a. 100.0 100.0 100.0
n.a. = not available.

1/ Total consumption approximates net imports.

2/ Approximated.

3/ Member countries of the

EC plus Switzerland and Austria.
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Table 13 --Compound snnual changes in selected countries, population, per capita expenditures, and reai price,
per capita consumption, and total consumption for coffee, tea, and cocoa, 1952-65

: P : Coffee 1/ : Tea 1/ - Cocoa 1/
Region and : : Per capita : : _ :
country :Population: consumer :Real price: Per : Total :Real price: Per : Total :Real price: Per : Total
: :expenditures: per H capita cons tion® per : capita *cons tion’ per : capita :consump-
: : : kilogram :consumption: ump :_kilogram :consumption: ump on: kilogram :consumption: tion
H Percent
United States ..: 1.7 2.2 4.4 -0.4 1.3 3.9 0.3 1.9 -1.4 0.0 1.7
British H
Commonwealth :
and Ireland : :
England ......: 0.7 2.5 -1.2 7.4 7.9 -1.1 0.1 0.5 -1.9 -2.4 -1.8
Canada ...cc..: 2.4 2.1 ~4.9 2.6 5.7 0.4 -2.7 ~0.3 0.1 ~0.9 1.5
Ireland ......: -0.2 1.8 n.a. 4.6 4.1 n.a. n.a, n.a. n.a. 6.7 6.4
Australia ....: 2,2 1.7 -2.4 8.7 12.0 -0.6 -1.0 1.1 <4.5 3.3 5.6
New Zealand ..: 2.2 1.2 -4.3 16.9 18.5 n.a. n.a. n.a. n.a, 1.0 3.2
Scandinavian :
countries: :
Sweden .......: 0.6 3.1 -5.3 5.2 5.8 n.a. n.a. n.a. -8.3 0.9 1.9
Denmark ......: 0.7 3.1 -2.1 6.0 6.7 n.a. n.a. n.a. -5.6 3.4 4.1
Norway .......: 0.9 2.4 4.8 4.1 5.0 n.a. n.a. n.a. -5.3 0.8 1.6
Finland ......: 0.9 3.4 -2.9 4.5 5.5 n.a. n.a. n.a. n.a. n.a. n.a.
EC/S/A: 2/ :
West Germany : 1.2 6.2 6.6 11.1 11.1 4.2 5.1 6.4 -2.0 5.3 6.5
France .......: 1.1 3.6 3.6 1.2 2.4 -2.6 2.2 4.5 ~0.7 1.7 2.9
Netherlands ..: 1.3 3.5 4.9 8.6 10.0 -1.5 -0.2 1.2 -3.2 5.3 6.3
Italy ........: 0.7 5.0 -2.1 4.8 5.4 -2.2 8.8 9.5 -5.8 8.1 8.8
Belgium- :
Luxembourg 3/: 0.6 2,7 -1.7 0.7 1.2 0.0 0.3 0.4 -0.7 6.1 10.2
Austria ......: 0.3 5.2 4.3 12.2 12.5 n.a. n.a. n.a. 4.6 5.3 5.3
1.7 2.7 -3.5 5.0 6.7 n.a. n.a. n.a. -1.6 2.4 4.1

Switzerland ..:

n.a. = not available,

1/ All coomodity srowth rates computed by simple linear regression.
2/ Member countries of the EC plus Switzerland and Austria.

3/ In this study, Belgium and Luxembourg are viewed as an entity.

Source: (14, 19, 7 and 5).



the Scandinavian countries, growth in coffee consumption continued to increase
but not at the expense of tea consumption, which remained insignificant
throughout the period.

Growth in per capita U.S. coffee consumption was negative in green bean equiva-
lent during 1952-65. Consequently, the U.S. share of the world coffee import
market declined. Per capita tea consumption, on the other hand, increased
slightly during 1952-65. Because of the size of the U.S. coffee market -- the
world's largest -- and its other unique characteristics, special attention will
be given to it in this report.

The United States

Coffee Consumption

In green bean equivalent, U.S. coffee consumption during 1952 was nearly 62
percent of world consumption (table 12). However, by 1958, U.S. consumption
had dropped to 54.9 percent and by 1965, to 47.0 percent. Consumption statis-
tics since 1965 give no evidence of a reversal of this decline in the relative
world position of the U.S. market.

Total U.S. coffee consumption, in absolute amounts, increased by 120,900 tons
during 1952-65, or at a compound rate of 1.3 percent per year. This rate of

growth was 0.4 percent less than population growth (table 14). Consequently,
per capita consumption, in green bean equivalent, declined from 7.55 kilos in
1952 to 6.73 kilos in 1965. This decline in the U.S. per capita consumption

and the U.S. relative position in total world imported coffee consumption are
of particular importance when viewed in historical perspective.

Before the late 1700's, coffee and tea were strongly competitive and of equal
importance in the American Colonies. However, the Boston Tea Party of 1773
made English teas, and tea drinking in general, very unpopular in the Colonies.
Henceforth, coffee rapidly outdistanced tea as a national drink (18, p. 4).

During the first half of the 20th century, coffee consumption increased sharply.
From 1910 through the late 1940's, annual per capita coffee consumption

doubled -- from &4 to 8 kilos (18). However, a sharp turning point in coffee
consumption occurred in 1950, when coffee prices rose rapidly. At that time, a
combination of diminishing levels of world coffee stocks, rising European
consumption, stagnating production, and price speculating in the coffee market
resulted in a retail price increase of over 40 percent. A 17-percent decline
in per capita consumption followed, despite a 7-percent increase in real income
in 1950 (10, pp. 7 and 20). This initial decline in per capita coffee consump-
tion in 1950 was further augmented 3 years later by further price increases.
The removal of U.S. price controls in March 1953, combined with a frost in some
Brazilian producing areas, triggered a new wave of price advances that winter.
For example, from November 1953 to April 1954, the wholesale price in New York
rose from 58.5 to 87 cents a pound, causing per capita consumption to decline
to 6.8 kilos, a level just slightly above prewar consumption (10, pp. 7 and
21).,
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Table 14 --Population, consumer expenditures, and coffee, tea, and cocoa prices and consumptidn, United States, 1952-65

) : Coffee : Tea : Cocoa
: : Per capita : : :
Year :Population: consumer :Real price: Per : Total :Real price: Per Total :Real price: Per : Total
: :expenditures: per : capita ‘consumption’ per : capita :consumption: par : capita :consump-
: : kilogram :consumption: :_kilogram :consumption: : kilogram :consumption: tion
1,000 1,000 1,000

: metric metric metric

: Thousands ---- Dollars ----- Kilograms tons Dollars Kilograms tons Dollavs Kilograms tons
1952 ...........; 157,553 1,500 2,06 7.55 1,188.6 2.82 0.27 42.5 1.71 1.61 254.0
1953 ... ......: 160,184 1,541 2.10 7.55 1,213.8 3.06 .32 51.3 1.63 1.49 238.6
1954 (....... .: 163,026 1,548 2.61 6.82 1,104.0 3.23 .32 52.2 2.06 1.21 196.9
1955 ...........: 165,931 1,641 2.19 6.91 1,141.0 7.15 .27 44.8 1.91 1.15 190.9
1956 ...........; 168,903 1,673 2.25 7.00 1,186.8 6.75 .27 45.6 1.70 1.34 226.8
1957 ....veen...: 171,984 1,680 2.13 7.09 1,219.8 6.64 .27 46.4 1.64 1.37 235.2
1958 ...........: 174,882 1,664 1.85 7.05 1,226.4 6.57 .27 47.2 1.76 1.20 209.6
1959 ........ .. 177,830 1,739 1.55 7.18 1,282.2 6.57 .27 48.0 1.79 1.15 205.1
1960 ...........: 180,684 1,772 1.50 7.14 1,292.4 6.52 .27 48, 1.74 1.21 218.9
1961 ...........; 183,756 1,778 1.47 7.23 1,334.4 6.47 .28 51.5 1.54 1.33 245.1
1962 ...........: 186,656 1,819 1.40 7.23 1,350.6 6.40 .29 54.1 1.51 1.37 254.8
1963 ....v...... : 189,417 1,876 1.37 7.05 1,338.6 5.47 .30 56.8 1.53 1.40 264.7
1964 .. .a.ou...: 162,120 1,960 1.59 6.91 1,326.1 5.36 .30 57.6 1.70 1.39 266.5
1965 ......... .1 194,572 2,050 1.49 6.73 1,309.5 5.13 .31 60.3 1.44 1.47 285.0

---------------------------------------------------------- Percent I e L LT T THpup PR
Annual compound :
change ........: 1.7 2.2 ~4.4 -0.4 1.3 3.4 0.3 1.2 ~1.4 0 1.7

Sources: (19, 14, 5 and 7).



Rising prices not only resulted in decreased coffee consumption; they also
brought about major shifts in U.S. consumer tastes. 14/ During the early
1950's, high retail coffee prices induced consumers to prepare a more watery
brew instead of the much stronger brews used in the late 1940's. For example,
average cup yields from regular coffee (table 15) increased from 43.0 in 1953
to 51.5 in 1965 -- an increase of 20 percent. 15/ During this time, another
development occurred -- the introduction of soluble coffee -- which reinforced
the decline in per capita green bean consumption., There was a definite sub-
stitution of soluble coffee for regular during 1953-65 (table 16). Solubles
accounted for 10 percent of total consumption in 1953 and 21 percent in 1965.

Table 15 --Approximate cup yield per green pound of coffee,
in selected years, 1949-65

Item i 1949 z 1950 ; 1953 z 1954 ; 1961 ; 1965
....................... CUpPS ==--=mmmmmeccececcnaa

Total, all coffee ....... ....i 39.0 44.0 44.0 51.5 54.5 54.5

Regular coffee ...oceveeennn .; -~ -- 43.0 50.5 52.5 51.5

Solubles ...vviviiennnnnnnnns ; .- .- 56.0 56.0 64.0 70.0
Y G L LT Percent --------ccccececa.

Consumption of solubles as
percent of total 1/ .......: 2/ 2/ 7.3 11.6 18.3 16.7

1/ Percentage in terms of green coffee.
2/ Less than 5 percent.

Cup yields from soluble coffee -- measured in green bean equivalent -- are sub-
stantially higher than from regular coffees., For example, in 1953, the numher
of cups obtained from solubles was 56 per pound of green bean equivalent, com-
pared with only 43 cups from regular coffee (table 15). By 1965, solubles were
yielding 70 cups per pound, compared with only 51.5 cups for regular coffee.
The higher cup yields from solubles served to increase their share of total
consumption on the one hand and reduce total consumption in green bean equiva-
lent on the other, thereby encouraging their substitution for regular coffee
and raising the total average cup yield for all coffees (table 15).

14/ Public concern about high coffee prices prompted a Congressional investi-

gation in 1954 (4).
15/ There is some evidence that coffee percolators developed in the middle
1950's were somewhat more efficient than previous models (16, p. 19).
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Table 16 --Consumption of soluble coffee, United States, 1953-67

Daily soluble coffee

Percent of cups

Year :_consumption per person of all coffee
Cups Percent
1953 iiiiiineininnnanennnt 0.26 10.1
1954 ...'ll!...l..l.l..'..: 0.30 11.5
1955 tiiiineennnnnnnennnnat 0.37 13.9
1956 .l....'l.l...l....ll': 0l46 17.2
L 0.50 17.7
1958 ..viiiiiiiiiiinennnnas 0.65 19.2
1959 ..I..ll..lll...-...l': 0.60 20.4
1960 l'.".....l.....-.l..: 0.56 20!2
1961 tiiiiiinennnnnnnnennst 0.64 21.5
1962 G..I.....l.l..ll'l..-: 0.67 21.5
L L 0.65 21.6
1964 . .vineiiiinennnnnnnnns 0.61 21.0
1965 ......... Ceesesesensel G.58 20.8
1966 cvviiveneninnncnnnanns 0.63 22.0
1967 .'.l..l.l...llll'....: 0.65 22.9

Source: (24, 1966, p. 126)

While per capita consumption of coffee in green bean equivalent actually
declined during 1953-65, actual coffee consumption per capita as measured by
number of cups consumed increased. For example, the number of cups of coffee
consumed per capita increased steadily from 1953 through 1962 before declin-
ing until 1966 (table 16).

Price and Income Analysis

Except cduriag the early 1950's, U.S. consumer response to changes in coffee
prices has been very low. That is, while real coffee prices actually declined
4.4 percent during 1952-65 (table 14), per capita consumption in green bean
equivalent declined slightly (0.4 percent) rather than increasing. This low
consumer response to price changes is also shown by the estimated price
elagticities shown in table 17, la, 1b, and lc. These elasticities ranged from
-0.14 to -0.18. And no doubt these coefficients would have been lower if the
time period had included earlier years. The substantial price increases of
1950 and 1954, together with the commensurate decline in per capita green bean
consump :ion, would have had more effect on the regression equations and the
resultant coefficients.

When per capita liquid consumption, rather than green bean equivalent data,
was used as the dependent variable for equations 1d and le (table 17), the
price coefficients were even lower (-0.09 and -0.10). These results suggest
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Table 17 --Elasticities computed from regression equations
on per capita coffee consumption, United States, 1952-65

namber 1, Function | P27 ¥ Tncome (0SS ¢ Gross i Frend
18 eerennnnns 1 -0.18 -0.31 -- - -0.03
1D vunernnns 1 -0.17 -0.51 -- -- --
16 tureennnnnt 1 -0.14 -0.53 0.0l  -0.16 -
1d veneeennnn 1 -0.10 -0.24 - -- -
1€ tunerennnns 1 0.1 -0.13 -0.07 -- -

1/ Complete statistical support data (standard errors, intercept levels,
and so on) for these equations can be found in app. tables A-8.

that the interaction of a decline in real coffee price plus an increase in
real per capita income, combined with a shift in taste towards a more watery
brew and increased use of solubles, have substantially reduced U.S. consumer
price sensitivity. Furthermore, consumption may have reached a physical
saturation level in both green bean equivalent and liquid cups, as suggested
by the data in figure 1 and table 18.

Theoretically, an increase in income ("consumer expenditures" in this study)
plus a decrease in real price would be expected to exert a positive influence
on consumption of a consumer good. Thus, under these relationships, income
coefficients generated by linear regression procedures would be expected to
have positive signs, thereby indicating that consumption of the consumer good
will increase when income increases. However, the opposite results were
obtained. During 1952-65, coffee consumption in green bean equivalent
declined 0.4 percent (table 14), while real consumer expenditures increased
2.2 percent and 1cal coffee prices declined 4.4 percent. As could be expected,
the resulting income elasticities were negative (la, 1lb, and lc, table 17).
What then is the meaning of these results since, for the projection purposes,
these elasticities are of little value? Lovasy stated:

. . if these negative income coefficients were interpreted as in-
dicating a causal relationship, one would have to conclude that
(a) coffee was an inferior good, being gradually replaced by pre-
ferred higher priced products as income reached a certain level, and
(b) that the resulting reduction in coffee consumption was outweighing
the positive income effect on consumption . . . Both of these pro-
positions are contrary to common experience. Coffee is not being
replaced by a 'superior' beverage . . . (16, p. 12).

The question arises as to the correctness of the variable chosen for analysis;
that is, green bean consumption. To obtain a more logical (positive) income
coefficient for projection purposes, linear regressions were run, using per
capita liquid coffee consumption as the dependent variable. The results of

37



8 ¢t

PER CAPITA U.S. COFFEE CONSUMPTION BY PERSONS
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these analyses generated small but positive income coefficients =-- 0.24 and
0.13, the latter being statistically insignificant (ld and le, table 17).

These results also suggest that the U.S. saturation point for liquid coffee
consumption may have been reached, since liquid consumption has apparently
declined in recent years (table 18). 16/ Further, if more recent data had been
included in the analysis, the coefficients would possibly have been smaller, if
not negative. Thus, if liquid consumption is used as the dependent variable
for projection purposes, income elasticity should be near zero. This would
reflect the possible saturation level for coffee consumption as suggested by
both the green bean and liquid coffee consumption data in figure 1.

Table 18 --Daily coffee consumption per person 10 years old
and older, United States, 1930-67 1/

Year : Cups
1950 covinveinnns ceresenn setsesanseenast 2.38
8 cesaal 2,44
1952 ....eiineeiana, Ceeencesssaessuannal n.a.
1953 coivnnns Ceteescecssasetscarannnanet 2,57
1954 t.veveniinennnnonsnnnass cereraaa seel 2,60
1955 tieiininnnnns tesiestanrasenes crenst 2.67
1956 v.cineenronseneneanronserancassnnst 2,68
1957 tiieieiiiienannnas cesesas cesancns . 2.82
1958 ......... ceecencs checesestantenenst 2.87
1959 ...... secessearccsnnaans seessnaanal 2.9
1960 vvvvvevnnenennenns cerecrennas ceenat 2.77
| ) tecesiaeraanaanel 2.97
R R 3.12
8 L U 3.01
1964 v ivriiiiveanecnronesensnanas ceesensl 2.90
1965 ..... ceccanns cerescacncretensereaal 2,79
1966 v ivvveviverrrenenccecacocncononnnst 2.86
1967 tovveniecnrennnsnnrnnaenns ceereenel 2.84

1/ Survey taken on a winter day in each year.

Source: (24, 1969, p. A-88).

16/ Increased coffee consumption by teenagers and young adults could, con-
ceivably, offset this decline. However, there is no indication that this will
occur in the foreseeable future.
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Regression coefficients for coffee substitutes -- tea, cocoa, and milk -~ were
either weak or had the wrong sign (lc and le, table 17). Of these substitutes,
tea was the strongest. Lovasy's comments on tea as a coffee substitute in the
United States were:

Consumption of tea, perhaps the most kindred beverage, has slowly
risen in the late 1940's and the early 1950's; but there was no
evidence for an accelerated rise in 1954 when coffee prices rose
sharply while the retail price of tea advanced only slightly. 1In
terms of cups, tea consumption remains still only a small fraction of
coffee consumption -- less than 0.5 cup per day as compared to 2.85
cups of coffee. The rise in tea consumption in the last five years
has been attributed, in the mairn, to the introduction of 'instant
tea' which supposedly is particularly well suited to the preparation
of iced tea, a popular drink in the United States. (16, p. 24)

British Commonwealth and Ireland

Coffee Consumption

The Commonwealth countries Plus Ireland consumed over 187,000 tons of coffee,
or about 6 perceat of world consumption ii 1965. During 1952-65, consumption
more than doubled -- an increase of nearly 7 percent annually (table 12).

Historically, the Commonwealth countries have consumed little coffee relative
to tea -- the traditional drink. Following World War II, coffee consumnption
in most Commonwealth countries was adversely affected by foreign exchange prob-
lems. At that time, many West European countries were short of dollars and
restricted purchases from the "dollar area'" and other "hard" sourceg. During
this period, the Commonwealth countries tried to build sources of supply in
areas linked by financial or other ties. This was especially true of the
United Kingdom. With large areas of Africa under her control, the United
Kingdom encouraged production in these areas via preferential tariffs, bounties,
or subsidies. Virtually all European countries have tried to curb imports

(and thereby consumption) through tariffs, import licensing, or limitations on
the amount of foreign exchange allocated to coffee imports (18, p. 39).

Per capita consumption of coffee has been increasing siuce 1952 in all Common-
wealth countries. This has not been so in Ireland, which maintains strong ties
to the traditional drink -- tea. The data on consumption growth in tables 12
and 13 clearly show that there has been a significant shift away from tea in
favor of coffee in all these countries except Ireland and New Zealand. The
shift from tea consumption to coffee in the United Kingdom has been estimated
to be about 1% percent of the 1966 consumption level, while the annual shift to
coffee consumption in the other countries has been about 2% percent (24, p. 13).
The magnitude and importance of the shift away from tea to coffee becom2s more
apparent in an examination of individual country data. For example, in the
United Kingdom, per capita consumption almost doubled during 1952-65, increas-
ing from 0.85 kilos in 1952 to 1.65 kilos in 1965 (table 19). The pattern of
growth in tea and coffee consumption is described by Elz:
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Tea is by far the most popular beverage in the country (the U.K.),
accounting for two-thirds of all drinks consured (excluding water)
in 1966. According to the National Drink Survey , English per capita
consumption is the highest in the world. Almost everyone is a daily
tea drinker, taking an average five to six cups each day, compared
with one of coffee.

However, in spite of this rather strong position of tea in the
English drinking habits, per capita consumption declined from 4.4
kilograms in 1955-57 to 4.0 kilograms in 1965-67. This decrease
coincided with a steady increase in per capita coffee consumption
(and to a minor degree fruit juices) and is all the more remarkable
as tea retail prices declined continuously while retail coffee
prices increased (in undeflated terms). This clearly indicates a
shift in consumer preferences. (3, p. 67)

Of particular importance is the acceptance of coffce by U.K. youth, According
to K. S, Meir:

the consumption of coffee amongst the 16/24 age group
approaches a 50 percent increase over the average for the total
population, and for 25/44 age group an increase of around 30 percent
over the average is noted. This higher than average quota "'young
end" of the market is encouraging and important because therein
lies a great deal of the future prosperity of the U.K. coffee trade.
(20, p. 12)

Canadian per capita consumption has been Increasing steadily during the post-
World War II period and has more than doubled since before the war (1, p. 201).
Prewar consumption data are not available, but data taken since 1952 indicate
that the growth rate in consumption has been more than double the rate for
population and income (table 20). Most of this increase in consumption appears
to have taken place at the expense of tea. Per capita consumption in green
bean equivalent is still about one-half the U,S., level and appears to have
stabilized at nearly 4 kilos during the middle 1960's. However, at this level,
per capita coffee consumption in Canada is the highest among the Commonwealth
countries. As the second largest total consumer in the British Commonwealth
and Ireland, Canada consumed 78,100 metric tons in 1965, which was nearly 3
percent of world imported consumption and about 34,000 tons more than 1952
(table 12),

Australia's total coffee consumption has been minor -- only 15,000 tons in
1964-66 (table 21). However, during 1952-65, annual growth in Australia's
total and per capita consumption (12.0 and 8.7 percent) exceeded that of both
the United Kingdom and Canada. And, as in the United Kingdom, the increase in
coffee consumption has apparently depressed tea consumption. R. J. Bennett,
President of the Australian Tea and Coffee Traders Agsociation, attributes
much of this swing to coffee to Australia's rapidly increasing population of
European immigrants who are traditionally coffee drinkers. Mr. Bennett has
speculated that ". . . it will take the next generation of the new immigrant
Australians to show any move away from coffee to our traditional tea-drinking
habits." (2, p. 61)
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Table 20 --Population, consumer expenditures, and coffee, tea, and cocoa prices and consumption, Canada, 1952-65

: o Coffee : Tea : Cocoa
: : Per capita : : :
Year :Population: cons?mer :Real price: Pef : Total :Real price: Pef : Total :Real price: Per : Total
: :expenditures: per : capita ‘consumption’ per : capita “consumption® per : capita :consump-
: : kilogram :consunmption: : kilogram :consumption: : kilogram :consumption: tion
1,000 1,000 1,000

: Canadian Canadian metric Canadian metric Canadian metric

: Thousands dollars dollars Kilograms .ans dollars Kilograms tons dollars Kilograms tons
1952 .. ..n..... .; 14,496 1,096 2.40 3.07 44 .27 2.58 1.5 20.5 2.88 .90 13.0
1953 ...........: 14,886 1,139 2.45 3.29 48.76 2.43 1.4 20.6 2.88 1.00 14.8
1954 ...........: 15,330 1,134 2.96 2.84 43.26 2.45 1.3 20.1 2.99 .89 13.6
1955 o...eee....: 15,736 1,188 2,56 3.00 47.08 3.01 1.2 19.1 3.04 .80 12.6
1956 ...........; 16,123 1,243 2.65 3.09 49.73 2.94 1.3 20.7 2.76 .81 13.0
1957 ciiiviean..: 16,677 1,241 2.33 3.02 50.14 2.80 1.3 20.9 2.45 .83 13.9
1958 ..icinen...: 17,120 1,241 1.94 3.15 53.68 2.65 1.2 19.8 2,54 .77 13.1
1959 ... ... 17,522 1,276 1.63 3.48 60.91 2.60 1.2 20.3 2.54 .70 12.3
1960 .....c0ue..: 17,999 1,239 1.58 3.34 59.70 2.60 1.1 19.5 2,42 .73 13.1
1961 ...........; 18, 269 1,301 1.58 3.68 67.14 2.58 i.l 20.1 2.34 .76 13.9
1962 ...........: 18,600 1,341 1.60 3.97 73.79 2.60 1.0 18.4 2.17 .81 15.0
1963 cee.veeee..: 18,925 1,371 1.55 4,09 77.25 2.56 1.1 20.3 2.25 .86 16.2
1964 ovvvenene..: 19,271 1,427 1.72 3.85 74.82 2.52 1.1 20.3 2.37 .79 15.3
1965 ... .cve...: 19,604 1,476 1.65 3.98 78.09 2.45 1.0 19.7 2.19 .86 16.9

---------------------------------------------------------- Percent ==-emmmmee e eeeccccccamna
Annual compound :
change ........: 2.4 2.1 -4.9 2.6 5.7 ~0.4 -2.7 -0.3 0.1 -0.9 1.5

Sources: (19, 14, 5 and 7).



7Y

Table 21 --Population, consumer expenditures, and coffee, tea, and cocoa prices and consumption,
Australia, 1952-65

: H : Coffee : Tea : Cocoa l/
: : Per capita : : : =
Year :Population: consumer :Real price: Per : T :Real price: Per : :Real price: Per : Total
otal Total
: :expenditures: per H capita onsumpt fon® per : capita : aption’ per : capita :consump-
H : : kilogram :consumption:c P :_kilogram :consumption:consump on, kilogram :consumption: tion
1,000 1,060 1,000
: metric @etric metric
: Thousands Lb. sterling Pence Kilograms tons Pence Kilograms tons Pence Kilograms tons
1952 ...e.0vev.e: 8,636 364 275.0 .41 3.54 109 2.9 25.2 202.4 .80 6.9
1953 teeeeneea..: 8,815 349 277.8 .68 4.20 123 2.9 25.7 187.5 .78 6.9
1954 .......... .: 8,987 369 343.9 .41 3.71 196 3.1 27.4 230.3 .93 8.3
1955 ceienenanaa: 9,200 384 286.6 .50 4.60 185 2.7 24.7 203.3 .88 8.1
1956 cevecinnana: 9,426 385 266.8 .75 7.02 165 2.7 24.9 192.7 1.17 11.0
1957 ciiveecnees: 9,640 381 257.9 .66 6.34 149 2.8 26.6 156.6 .88 8.4
1958 ceiviinnee.: 9,842 385 255.7 .75 7.43 158 2.6 26.5 175.6 .98 9.6
1959 ...c000eee.: 10,052 389 238.1 1.00 10.10 152 2.7 26.4 172.9 1.07 10.8
1960 ....... eeee: 10,315 407 229.3 1.08 11.16 149 2.7 27.4 164.3 1.12 11.5
1961 ......... ..: 10,508 406 233.7 .85 8.96 142 2.6 27.7 149.1 1.12 11.5
1962 ....c000v..: 10,720 407 242.5 1.04 11.12 139 2.6 27.7 136.9 1.07 11.5
1963 .....cc.00.: 10,932 426 242.5 1.03 11.81 137 2.6 28.3 150.7 1.22 13.3
1964 ...... .00z 11,144 441 224.9 1.24 13.82 134 2.6 23.4 127.1 1.23 13.7
1965...... eeee.s: 11,356 451 216.1 1.32 14.99 129 2,6 29.3 12G.1 1.22 13.9
---------------------------------------------------------- Percent e b b LT P I U P
Annual compound :
change ........ : 2.2 1.7 -2.4 8.7 12.0 -0.6 -1.0 1.1 -4.5 3.3 5.6

Source: (19, 14, 5 and .



Data on Ireland's and New Zealand's coffee consumption and prices are quite
limited; therefore, no regression analyses were attempted.

According to the International Coffee Organization (1C0), Ireland imported 438
tons of coffee in 1953 and 644 tons in 1963. Per capita consumption was 0.15
kilos in 1953 and 0.23 in 1963 (13, p. 88).

The ICO analysis suggests that New Zealand may become a fairly important
coffee market. In 1953, only 480 tcns were imported; however, by 1963, the
volume was up to 3,300 tons. Population increased from 2 to 2.5 million, or
24 percent during this time (13, p. 147).

Price and Income Analysis

Real coffee prices in the United Kingdom are approximately equal to those of
Canada and Australia but are slightly higher than those of the United Statec
(table 22), primarily because of differences in preferential duties and taxes.
For example, the United Kingdom did not impose internal taxes on coffee, but
did impose a duty on green coffee originating outside the Commonwealth of 1.5
pence per pound in 1953 and 1 penny in 1963 (13, p. 107). Coffee prices have
generally been higher than tea prices, even though a pound of tea yields four
times as much liquid as a pounu of coffee.

Per capita coffee consumption in the United Kingdom seems strongly influenced
by changes in real coff-~e prices and consumer expenditures. This is suggested
by the dramatic growth (7.4 percent per year) in per capita coffee consumption,
despite only a slow (1.2 percent) downtrend in real coffee prices and only
moderate growth in real consumer expenditures (2.5 percent), as shown in

table 19,

The nature of the relationship between price, income, and coffee consumption
is indicated by the high elasticities generated by the regression analysis.
Price elasticities ranged from -1.52 to -2.15 and income (consumer
expenditures) elasticities from 2.22 to 2.40 (equations 2a and 2b, table 23).
Thus, when considered jointly, high income plus high price elasticities
strongly suggest that the United Kingdom has substantial potential for
increased coffee consumption. However, a note of caution is in order. These
high elasticities are, at least in part, due to the very low per capita
consumption in the early and middle 1950's, when large relative changes in
consumption were paralleled by comparatively small relative changes in per
capita income (table 19) as consumer expenditures (table 24). Consequently,
these elasticities (particularly income) may be somewhat overstated for pro-
Jection purposes, where subsequent gains in per capita coffee consumption
would represent a smaller percentage growth and therefore would yield lower
price and income elasticities via regression analysis.

Cross elasticities (including tea) either had wrong signs or were statistically
insignificant (2c, table 23).
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Table 22 --Real coffee prices per kilogram in British Commonwealth
countries compared with these of the United States, 1952-65

Year : United States: Canada : Augtralia

U.S. dollars

1952 n.o--o-.oo';

1.91 2.11 2.49 2.57
1953 ....0vvannas 1.97 2.15 2.53 2.60
1954 ...ivieennss 2.44 2.25 3.07 3.22
1955 covvvnnnenn: 2.05 2.38 2.65 2.68
1956 ccvvvnnnnen: 2.14 2.30 2.74 2.49
1957 covveennn..: 2.09 2,26 2.41 2.41
1958 .ceevvnnnen.s 1.87 2.21 2.00 2.39
1959 ....vvvnne: 1.58 2.17 2.13 2.23
1960 ....vueenne: 1.55 2.09 1.64 2.14
1961 .....i00ee 1.53 2.03 1.64 2.19
1962 ......00u..: 1.49 2.03 1.66 2.27
1963 .oovvnnnns: 1.46 1.95 1.61 2.27
1964 ..ccueen..: 1.73 2.02 1.78 2.10
1965 ...cvvvnnne: 1.63 1.90 1.71 2.02

— ——

Source: Derived from (14).

During 1952-65, real coffee prices in Canada decreased about 4.9 percent per
year, while per capita real consumer expenditures increased 2.1 percent. 17/
Congumer price and income sensitivities are considerably lower in Canada than
in the United Kingdom. During 1952-65, coffee consumption increased only 2.6

percent per year, while real coffee prices decreased 4.9 percent per capita
and real consumer expenditures increased 2.1 percent (table 20). The gener-~

ated price elasticities were low for this period -- ranging from -0.23 to
~0.40 (3a, 3b, and 3c, table 23). Thus, any future real price declines
(changes) would not be expected to appreciably influence coffee consumption.

During 1952-65, Canadian real consumer expenditure levels were the highest
of the Commonwealth plus Ireland group (table 24). Computed income elastici-
ties ranged from 0.79 to 1.77 (table 23). These relatively elastic income
coefficients and the relatively low price coefficients suggest that future
Canadian coffee consumption will be affected more by income growth than price
changes.

17/ As in the United Kingdom, Canadian coffee prices are only slightly
influenced by tax structure. In 1965, green coffee originating outside the
sterling area paid a duty of $0.05 per pound; there is no internal tax
(13, p. 40).

46



Table 23 --Elasticities computed from regression equations on per capita
coffee consumption, British Commonwealth countries, 1952-65

Equation Count : Functiong Coffee: Income: Cross: Cross : Trend
number 1/ : ™y : ¢ price : : (tea): (cocoa): (time)
2a ........: United Kingdom: 1 -1,52 2.23 -- -- --
2b AR United Kinng‘m: 1 -2- 15 2.40 - - --
2¢ «veeves.: United Kingdom: 1 1.38 3.25 -1.56 0.45 --
38 «evves..: Canada 1 -0.23 0.79 -- -- --
3b EEEEEEE Canada 1 -0029 1.76 .= = -0.13
3¢ v.vveve.: Canada 2 -0.40 1.77 -- -- --
3d cevseovoecs Canada 1 -0015 0082 0.45 -0006 -
4a ........: Australia 1 -2.10 1.64 -- -- --
4b soesesan o Australia 1 -2050 1-23 0-33 - -
4C EEEEEEE AUStralia 1 -2-11 -0037 0.60 -0.92 -

1/ Complete statistical support data (standard errors, intercept levels,

and so on) for

these equations are found in app. table A-8.

Table 24 --Real per capita consumer expenditures in British Commonwealth
countries compared with the United States, 1952-65

Year

: United States :

United
Kingdom

Canada : Australia

1952 .0vuvunnn.s

1953 ........
1954 ........
1955 ........
1956 ........

1957 e ws 0000
1958 s 00000
195900-.-0.-'

1960 .........

1961 ® 9000000

1962 ........
1963 ........
1964 ........
1965 ........

1,500
oo 1,541
ool 1,548
el 1,641
el 1,673
0ol 1,680
eel 1,664
.o 1,739
o 1,772
ool 1,778
ool 1,819
el 1,876
et 1,960
cel 2,050

U.S. dollars

729 1,137 816
725 1,181 783
750 1,176 829
779 1,232 861
793 1,289 864
806 1,287 855
828 1,287 865
859 1,324 874
895 1,336 913
909 1,349 910
911 1,391 914
937 1,422 955
968 1,480 989
973 1,530 1,012

Source: (;2):
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During 1952-65, Australian retail coffee price levals were higher than those
of either the United Kingdom or Canada 18/ (table 22). Despite these higher
price levels, per capita consumption increased at a higher annual rate -- 9
percent -- than in either the United Kingdom or Canada.

At retail, Australian coffee prices declined 2.4 percent. per year while real
consumer expenditures increased 1.7 percent annually -- less than in either
the United Kingdom or Canada (table 21), The generated direct price elastici-
ties for Australizn per capita coffee consumption were surprisingly high,
ranging from -2.10 to -2.50 (4a and 4b, table 23), However, these coeffi-
cients may have picked up some of the "shift-in-taste" phenomenon described

by Bennett (2), thereby overstating direct price elasticities. Indirect price
elasticities for tea were surprisingly low -- 0.33 and 0.60 -- which suggests
a definite decline in tea as the leading beverage in Australia.

The low real income growth in 1952-65 had an apparent positive affect on
Australian coffee consumption. Income elasticities ranged from 1.23 to 1.64
(4a and 4b, table 23). Therefore, changes in Australian real income can be
expected to have more effect on coffee consumption than price fluctuations.

The Scandinavian Countries

Coffee Consumption

During 1952-65, total Scandinavian coffee consumption nearly doubled, increas-
ing from 115,000 to 222,000 tons. In each of the Scandinavian countries, per
capita consumption increased at least 4 percent and total consumption, 5 per-
cent (tables 12 and 13). The Scandinavian share of world imports increased
from 6 to 8 percent (table 12).

In 1964, Balassa observed that the Scandinavian countries enjoy the world's
highest per capita coffee consumption levels -- 11 to 12 kilograms per adult
(1, p. 203). 19/ Further. Balassa speculated that only limited growth in per
capita consumption could be expected from these high consumption levels.,

Tea is a minor beverage in all the Scandinavian countries, Sweden's per
capita coffee consumption -- the world's highest -- reached 12 kilos per
capita in 1965, which exceeded consumption of the next highest consumer --
Denmark -- by 1% kilos. Total Swedish consumption in 1965 was nearly 93,000
tons, or double the 1952 level (table 25).

18/ Australian import duties and taxes are minor, Australian coffec imports
from Papua and New Guinea enter duty-free, In 1963, green coffee originating
in other countries was subject to a duty of 4.7 cents per pound. There are
no internal taxes (13, p. 135).

19/ £11 persons 15 years old and older.
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Table 25 --Populaticn, consumer expenditures, and coffee and cocomr rrices and consumption, Sweden, 1952-65

. Per capita . Coffee : Cocoa
Year :Population: ccnsumer . : s : . : R :
P - Price Per capita Total Price Per capita Total
: cexpenditures: : : : : P :
LT . per kilograr ' consumpticn . consumption . per kilogram ' consumption . ccnsumption

1,000 1,000
: cetric metric
: Thousands Kroner Kroner Kilograms +.ons Kroner Kilograms tons
1952, cieine.: TL125 L, 070 1L.51 6.68 L7.58 5.01 0.9k 6.7
1953, ceieieea.: 7,171 L 14k 15.1L 7.1L 51.23 L.36 .91 6.5
195k ..ol 7,213 L, 295 19.11 6.65 L8.n8 6.L6 .96 6.9
1955 ceeen.n. : 7,242 L.3:m 15.91 7.26€ 53.15 6.39 .90 6.6
1956, i vinennns 7,315 L, 537 16.03 7.02 58.11 L.09 1,07 7.8
1957 e eneinnnns 7,367 L, ské 15.16 7.80 57.52 3.23 1.03 7.6
1958, 0 7,k15 L, 75k 12.91 8.58 6£3.99 3.86 .91 6.7
1959 innennnns 7,Lc5L L, 899 10.72 9.06 67.95 k.15 .96 7.1
1960, veeun. . 7,480 4,965 10.13 9.78 73.30 3.55 .98 7.3
1961 ceienan.t 7,520 5,236 9.82 10.32 77.85 2.73 1.01 7.6
19620 ciiiennn. : 7,562 5,379 9.71 11.0L 82.94 2.36 1.06 8.0
1963, cieenn.. : 7,60k 5,652 9.17 11.L1 86.84 2.27 1.0k T.9
19€h. . .. i T,662 5,992 10.16 11.95 91.56 .40 1.04 g.o
1965 0 eeennena: 7,734 6,120 9.75 12.00 92.8) 2.0k 1.03 7.9
Percent --
Annual com-
pound change : 0.6 3.1 -5.3 5.2 5.8 -8.3 0.9 1.9

Sources: (ié, 1, 7).



Torkel Gauffin, a Swedish coffee expert, describes his country's market thus:

Sweden has, next to the United States, the highest standard of
living in the world. Swedish (coffee) importers, as a whole, demand
a high cup quality. Sweden has rather strong winters and not
especially warm summers which makes coffee a favorite all year round
and coffee breaks are being adopted more and more in factories and
offices (25, p. 113).

Denmark's total and per capita coffee consumption doubled during 1952-65
(table 26). Consumption was over 10.5 kilos in 1965. 20/

Norway's total annual consumption increased 5 percent during 1952-65.
Norwegian coffee consumption, in green bean equivalent, was nearly 35,000 tons
in 1965, or 14,000 tons more than in 1952 (table 27).

Per capita consumption reached 9.25 kilos in 1965 -- a compound growth rate of
over 4 percent since 1952. However, Norwegian per capita consumption is still
at least 1.5 kilos below other Scandinavian countries,

Coffee consumption in Finland has been increasing rapidly since 1952, Total

coffee consumption was 40,800 tons in 1965 -- nearly double the 1952 consump -
tion level (table 12).

Price and Income Analysis

Swedish retail coffee Prices declined 50 percent from the 1954 peak price of
$3.69 per kilo to $1.88 in 1965 (table 28). According to the ICO, the real
(deflated) price of coffee has declined more than other goods in Sweden (13,
P. 98), despite duties and taxes on coffee that have tended to keep rctail
prices high. 21/

During 1952-65, the yearly percentage decline in real coffee prices equaled the
rate of increase in per capita coffee consumption -- 5,2 percent -- while per
capita income (real consumer expenditures) increased 3.1 percent annually.
(tables 25 and 29). The generated direct price regression coefficients were
quite low, ranging from -0.25 to -0.28 (5a, Sb, and 5¢, table 30). Therefore,
any further decline in real coffee price would not be expected to encourage
much additional consumption.

20/ Denmark's actual consumption may be understated and, conversely, Sweden's
overstated because housewives in the eastern part of Denmark supposedly buy
their coffee, along with certain other goods, in nearby Sweden. These coffee
"imports" are nct included in official Danish consumption statistics (15, p. 40.

21/ In 1953 and in 1963, there was a tariff on green coffee of 3,9 cents per
pound and an import tax of 3.1 cents. The tariff and import taxes on roasted
coffee amounted to 5.1 and 3.9 cents per pound, respectively. The import tax
was eliminated in January 1964, The general sales tax introduced in 1960 was
6.4 percent until July 1965, when it was raised to 10 percent (13, p. 98).
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Table 26 --Population, consumer expenditures, and (offee and cocoa prices and consumption, Denmark, 1952-65

: : : ) Coffee : Cocoa
H : Per capita : :
Year :Population: CC?nhl-.lmt'r Price * Per capita : Total : Price Y Per capita : Total
: texpenditures: - : . : . : - : ) :
. . per kilopgram © consumption 0 consumption . per kilowram | consumption | consumption

: 1,000 1,000

H metric metric

: Thousands Kroner Kroner Kilograms tons Kroner Kilograms tons
1952 .........00 4,334 4,644 17.30 5.4 23.28 18.26 0.76 3.3
1953 ... ..., s 4,369 4,806 19.15 5.9 25.88 18.02 .79 3.5
1954 .......... : 4,406 5,120 23.93 5.6 24.81 21.63 .46 2.0
1955 ..........: 4,439 5,021 21.41 6.4 28.23 24.18 .60 2.7
1956 ..........: 4,466 5,008 19.42 7.0 31.40 19.79 .67 3.0
1957 ..........: 4,488 4,954 19.17 7.4 33.06 17.17 .80 3.6
1958 ..........: 4,515 5,128 19.85 8.3 37.36 19.30 .67 3.0
1959 .......... : 4,547 5,394 17.80 8.4 38.42 19.61 .64 2.9
1960 ..........: 4,581 5,707 17.15 9.1 41.87 17.57 .84 3.8
1961 .......... s 4,612 6,067 16.70 9.5 43.63 16.51 .93 4.3
1962 ..........: 4,647 6,352 15.83 9.8 45.67 15.70 .98 4.5
1963 .......... ¢ 4,684 6,271 15.73 11.3 52.95 12.40 .88 4.1
1964 ..........3 4,720 6,758 16.74 10.3 48.31 10.00 .92 4.3
1965 .......... : 4,757 6,863 16.07 10.56 50.20 8.96 95 4.5

e i e e D LA L L LD Percent ------------cmrccccici e e r e e e e
Annual com- : 0.7 3.1 =2.1 6.0 6.7 -5.6 3.4 4.1

pound change :

Sources: (19, 14, 7).



49

Table 27 --Population, consumer expenditures,

and coffee and cocoa prices and consumption, Norway, 1952-65

: : Coffee Cocoa
: : Per capita :
Year fPopulationf c:";;‘:ﬁ;es. Price . Per capita Total . Price . Per capita Total
. :exp n . per kilogram ° consumption | consumption . per kilogram ’ consumption @ consumption
1,000 1,000
: metric metric
: Thousands Kroner Kroner Kilograms tons Kroner Kilograms tons
1992, i ieennnnt 3,328 4,379 13.17 6.6 21.96 11.45 1.16 3.9
1953 ciennnnns 3,362 4,466 17.81 5.5 18.66 121.18 1.11 3.7
195h . iuana...s 3,395 L s27 22.46 5.1 17.33 15.35 1.12 3.8
1955 cceicaaa.: 3,L29 4,672 16.71 6.2 21.23 16.1L -99 3.4
1956. .. ....... 3,L62 4,778 17.69 6.4 22.13 14,42 1.21 .2
1957, ceeennnns 3,kok 4,861 18.13 6.8 23.62 1k.29 1.06 3.7
1950 e 3,525 L,757 16.12 T.5 26.49 12.90 1.07 3.8
1959 ceciin: 3,556 4,90k 13.61 T.1 25.12 11.68 1.65 3.7
1960, ceivinnn.t 3,584 5,183 12.75 8.1 28.98 11.67 1.11 k.0
1962..........: 3,615 5,417 12.30 7.5 26.99 9.68 1.30 4.7
19620 civnn...s 3,639 5,491 11.30 8.5 30.97 8.26 1.13 k.1
1963.... ...t 3,667 5,650 10.65 9.1 33.59 7.89 1.15 L2
196L..........: 3,694 5,814 10.73 9.0 33.25 T.44 1.17 L.3
1965....cuunnn: 3,723 5,935 10.30 9.25 3L.55 7.52 1.27 L7
.: Percent
Annual com- 0.9 2.4 -4.8 k.1 5.0 -5.3 0.8 1.6

pound change :

Sources: Q_é_, FUN AR



Table 28 --Real coffee prices per kilogram in the Scandinavian
countries compared with the United States, 1952-65

Year : United States: Sweden : Denmark : Norway

U.5. dollars

1952 ............; 1.91 2.80

2.51 1.84
1953 ....... ceosal 1.97 2.92 2.77 2.49
1954 ....n.n. coet 2.44 3.69 3.46 3.14
1955 .ioeveeennen: 2.05 3.07 3.10 2.34
1956 .ocevnnn - 2.14 3.09 2.81 2.47
1957 ..eveienaan 2.09 2.93 2.77 2.54
1958 ..vviiviennnt 1.87 2.49 2.87 2.25
1959 ..... ceaseee : 1.58 2.07 2.58 1.90
1960 ........ cosel 1.55 1.96 2.48 1.78
1961 ...occveeenns : 1.53 1.90 2.42 1.72
1962 ..vvviieeennt 1.49 1.87 2.29 1.58
1963 ..vieivevennt 1.46 1.77 2.28 1.49
1964 ...vvvvevnns: 1.73 1.96 2,42 1.50
1965 ..cvvvnnnens : 1.63 1.88 2.33 1.44

Source: Derived from (14).

Increased real consumer expenditures of just over 3 percent have apparently had
a substantial influence on consumption. The generated income elasticities
ranged from unity to 1.16, which indicates that, other things being equal,
coffee consumption will increase as fast, relatively, as real income growth.
The net effect of the elastic income coefficients and inelastic price coeffi-
cients suggests that future Swedish coffee consumption will be affected more by
income than price changes.

During 1952-65, Danish retail coffee prices declined 2 percent per year

(table 26). On the other hand, per capita Danish coffee consumption grew 6
percent per year, suggesting a strong consumer price sensitivity. This sensi-
tivity is vreflected in the direct price coefficients, which ranged from -0.51
to -0.63 (6a and 6b, table 30).

Real per capita consumer expenditures in Denmark have increased 3.1 percent per
year, or about half as fast as per capita coffee consumption, which suggests a
relatively strong income response. Consumer expenditure coefficients were
quite high, ranging from 1.36 to 1.60, which indicates a strong income 'pull"
on coffee consumption (6a and 6b, table 30). This is of particular signifi-
cance in a market with a per capita consumption of 10.56 kilos in 1965 for the
total population.

Gross price coefficients were not statistically significant., During 1952-65,
consumer response to price changes in Norway were fairly low. That is, while
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Table 29 --Real per capita consumer expenditures in the Scandinavian

countries

compared with the United States, 1952-65

: United States:

Year Sweden Denmark Norway
U.S. dollars
1952 sivvinncnnnss 1,500 786 672 612
1953 ..ivvnvveeen: 1,541 800 696 625
1954 .. evveenvn: 1,548 829 741 633
1955 ..ivevvnnnnns 1,641 848 727 653
1956 ciivivevnn..: 1,673 876 725 668
1957 ivvevninn.s: 1,680 878 717 680
1958 .iivieennnnn: 1,664 918 743 665
1959 . .iveennnys 1,739 946 781 686
1960 vovvevnnennnt 1,772 958 826 725
1961 ..vvieenenees 1,778 1,011 879 758
1962 c.vvvevnnnnn: 1,819 1,038 920 768
1963 ....0vvven.u: 1,876 1,091 908 790
1964 ..... cieu: 1,960 1,137 979 813
1965 .oviveinnnns: 2,050 1,181 994 830
Source: (19).

Table 30 --Elasticities computed from regression equations on per capita
coffee consumption, Scandinavian countries, 1952-65

Coffee:

Cross:

Cross :

Equation : tion* 1 e Trend
number 1/ : Country : Fune on: price : nieome, (tea): (cocoa): (time)
58 ¢¢e0v00e..: Sweden 1 -0.25 1.05 -- -.06 --
5b ........: Sweden 1 -0.28 1.16 -- -~ --
5¢ svvees..: Sweden 1 -0.28 1.01 -- -- 0.3
6a ..v.....: Denmark 1 -0.63 1.60 -- Nn.18 --
6b ........: Denmark 1 -0.51 1.36 -- -- --
72 vvve.s..: Norway 1 -0.33 0.84 -- -- --
7b ........: Norway 1 -0.42 0.82 -- -- --
7¢ vesues..: Norway 1 -0.57 0.99 .- 0.21 --
7d ........: Norway 1 -0.43 0.93 -- 0.12 --

1/ Complete statistical support data
so on) for these equations are in app.
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real coffee prices declined 4.8 percent and real consumer expenditures in-
creased 2.1 rercent, coffee cousumption in green bean equivalent increased
only 4.1 percent (table 27). The generated elasticities were inelastic --
ranging from -N.33 te -0.57 -- which indicates that Norwegians are moderately
indifferent to real price changes.

Changes in real income have a positive effect on Norwegian coffee consumption,
whose nature 1is reflected in the relatively elastic income coefficients shown
in table 22 -- from 0.82 to unity. Thus, as in Sweden and Denmark, increases
in real consumer expenditures could be expected to positively and proportional-
ly affect coffee consumption.

Inadequate Finnish price and consumption data precluded regression analysis.
However, the results of a 1966 ICO study (13, p. 79) showed that from 1953 to
1963, the current retail price of coffee increased while the real price de-
clined over 26 percent (Fmk. 897 to 667 per kilo). Despite these high coffee
prices, per capita imports increased from 5.6 kilos in 1953 to 9.3 kilos in
1963, or 67 percent.

Regression analysis by the ICO generated a price elasticity of -0.04 and an

income elasticity of 0.92. The ICO concluded that demand for Finnish coffee at
retail is inelastic with respect to price.

The European Community, Switzerland, and Austria

Coffee Consumption

Traditionally, coffee has been one of thc major beverages consumed in the EC,
Switzerland, and Austria. Consumption in these countries fell sharply during
World War II; however, losses were almost entirely recovered by the late 1950's
(18, p. 25). During 1952-65, total coffee consumptiocn in the EC, Switzerland,
and Austria (hereafter EC/S/A) more than doubled -- from 360,000 to 831,000
tons (table 12). And this group's share of world coffee imports increased from
20.5 to 29.8 percent,

In this study, coffee conzumption in six of the EC/S/A countries is analyzed in
detail. Lack of adequate data precluded zegression analyses of Belgium-
Luxembourg. Consumption response to price and income changes varied widely.

West Germany is the most populous country in the EC/S/A group and the world's
second largest coffee importer (table 31). Total consumption increased nearly
fivefold during 1952-65 (57,000 to 264,000 tons) and in 1965, total consumption
was 10 percent of world imported consumption (table 12). Growth in per capita
consumption equaled total consumption growth over the period. Per capita
consumption was nearly 4.5 kilos in 1965.

France is the second largest consumer of imported coffee in the EC/S/A and the
third largest in the world. 1In 1965, France consumed over 227,000 tons of
green coffee, or over 8 percent of the world's import total (table 12). On the
other hand, the rates of increase during 1952-65 in per capita and total con-

sumption in the French market were quite low -- 1.2 and 2.4 percent per year,
respectively (table 32).
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Table 31 --Population, consumer expenditures, and coffee, tea, and cocoa

prices and consumption,

West Germany, 1952-65

: . : Coffee Tea Cocoa
: : Per capita : : :
Year :Population: consumer :Real price: Per Total :Real price: Per Total :Real price: Per : Total
H cexpenditures: per capita : : per capite : H per capita :consump-
: : : kilogram :consumption:consumption: kilogram :consumption:bonsumption: kilogram :consumption: tiun
1,000 1,000 1,000
: Deutsche Deutsche metric Deutsche metric Deutsche metric
: Thousands marks marks Kilograms tons marks Kilograms tons marks Kilograms tons
1952 ...........; 50,643 1,679.3 35.33 1.11 56.52 49.79 0.056 2.8 10,22 1.20 60.8
1953 .o..ieiieae: 51,189 1,861.0 31.09 1.00 78.56 34.35 .082 4.2 10.05 1.43 73.0
1954 ...........: 51,830 1,944.3 24.57 1.98 103.18 34.13 .092 4.9 10.87 1.44 74.5
1955 .iieieneaen: 52,382 2,100.4 22.77 2.28 135.03 33.83 .104 5.4 10.37 1.39 12.7
1956 ...........; 53,003 2,262.2 21.56 2.52 135.00 32.92 .. 114 6.0 9.67 1.86 98.4
1957 ..evienn..: 52,656 2,388.8 21.02 2.82 154.03 32.04 .114 6.0 10.01 2.01 108.0
1958 ..ii.veenea: 54,292 2,536.5 19.40 2.88 159.55 31.00 114 6.1 9.77 1.66 90.2
1959 .. ..iea... 54,876 2,642.9 17.86 3.36 186.60 30.30 .118 6.3 9.64 1.73 95.0
1960 ...........: 55,433 3,007.2 17.27 3.54 199.37 29.61 114 6.4 9.41 1.97 109.0
1961 ...........; 56,175 3,166.3 16.61 3.72 212.37 28.57 .118 6.7 9.14 2,07 116.0
1962 ...........: 56,933 3,218.0 15.73 4,08 233.87 27.41 .128 7.3 8.88 2,18 134.0
1963 ......c....: 57,587 3,379.2 14.86 4,14 237.51 26.67 .118 6.8 6.58 2.22 128.0
1964 . ..........: 58,267 3,506.3 14.55 4,45 259.29 24,21 .153 8.9 8.35 2.40 140.0
1965 ....ce.uue.: 59,012 3,672.8 14.26 4.48 264,37 23.05 .139 8.2 8.00 2.63 155.0
---------------------------------------------------------- DO CenE == m e o e oo oo e
Annual compound :
change ........: 1.2 6.2 -6.6 11.1 11.1 -4.2 5.1 6.4 -2.0 5.3 6.5

Source:

8. 1%, 3 and D).
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Table 32 --Population, consumer expenditures, and coffee, tea, and cocoa prices and consumption,
France, 1952-65

i . : Coffee : Tea : Cocoa
: : Per capita : H :
Year :Population: consumer :Real price: Per : Total :Real price: Per Total :Real price: Per : Total
: :expenditures: per : capita : : per H capita : per capita :consump-
: : kilogram :consumption:consumption: kilogram :consumption:consumption: kilogram :consumption: tion
1,000 1,000 1,000
: metric metric metric
: Thousands Francs Francs Kilograms tons Francs Kilograms tons Francs Kilograms tons
1952 ..iieieene.: 42,460 2,749.3 11.24 3.92 166.26 30.12 0.029 1.2 7.02 1.07 45.6
1953 ..... eeeees: 42,752 2,861.0 11.24 3.99 163.75 30.60 .033 1.4 7.02 1.13 48.2
1954 ...0000esa.: 43,057 3,019.0 12.34 3.95 169.44 31.22 .034 1.4 7.61 1.15 49.7
1955 ..iuicencene: 43,428 3,164.7 i1.52 4,23 182.14 34.10 .028 1.3 9.13 1.00 43,5
1956 ...........; 43,843 3,392.6 11.06 4,44 194,38 32.35 .037 1.6 9.78 1.17 51.2
1957 ciiennannn .2 44,311 3,639.1 11.24 4,30 190.34 31.49 .039 1.7 8.83 1.40 62.2
1958 s.ieeiiiee.: 44,789 3,593.7 10.35 4,27 190.94 28.30 .035 1.6 8.23 1.20 53.8
1959 ,..ivveeeae: 45,240 3,620.1 9.58 4,51 203.87 28.21 .035 1.6 8.42 1.10 49.8
1960 ...... eee.s: 45,684 3,768.2 9.20 4.58 208.61 27.45 .035 1.6 8.05 1.15 52.5
1961 ...........; 46,163 3,921.8 8.88 4.44 204,46 26.84 .G37 1.7 7.87 1.31 60.5
1962 ......0....: 46,998 4,107.3 8.44 4.39 205.67 25.38 .041 1.2 7.47 1.38 65.0
1963 ...........: 47,853 4,294.7 8.06 4.58 218,72 24.80 .038 1.8 7.11 1.37 65.7
1964 .....0000..: 48.411 4,452.8 8,11 4.48 217.02 24.03 .040 2.3 7.13 1,31 63.4
1965 ...... eeees: 48,920 4,576.7 7.73 4.70 227.64 22.73 .041 2.5 7.01 1.29 63.1
------------------------------------------------- Percent -~----o~occccc e mreeemc s ncccccn e
Annual compound :
change ...c.v0e: 1.1 3.6 -3.6 1.2 2.4 -2.6 2.2 4.5 -0.7 1.7 2.9

Source: (19, iﬁ, 5 and 7).



Both total and per capita coffee consumption in the Netherlands nearly tripled
in 1952-65 (table 33). 1In 1952, total consumption was oaly 27,000 tons but,
with the return of prosperity following World War II, consumption increased to
nearly 80,000 tons in 1965.

Coffee consumption in Italy increased from 71,000 tons in 1952 to 132,000 tons
in 1965, or 5.4 percent per year (table 34).

Total coffee consumption in Switzerland and Austria in 1965 was only 2 percent
of world imported consumption. Total consumption that year for both Switzer-

land and Austria was 58,000 tons (table 35 and 36). Growth in Austria's total
consumption during 1952-65 was 12.5 percent, or nearly double that of Switzer-
land.

Price and Income Analysis

Real coffee prices in West Germany have declined dramatically -- 6.6 percent
per year. However, at DM 16.59 in current (1965) value or DM 14.26 (83.41) per
kilogram in deflated value, coffee is obviously still a very expensive con-
sumer item. And West German coffee prices remain the highest in the EC/S/A
(table 37), primarily because of duties and internal taxes.

In 1952, duties and taxes on green coffee were $2.10 per pound. During the
next 10 years, these were reduced considerably. 1In 1963, duties on green
coffee entering West Germany were only 3.9 cents per pound and the internal tax
was $0.41 plus 4 percent of a per unit value fixed by West German authorities.
However, to maintain revenues from coffee taxes, West Germany raised internal
taxes to offset lower duties on imports. At more than 50 cents per pound,
these coffee taxes (in 1966) were the highest in Europe (13, p. 57).

Consumer response to retail coffee price changes in West Germany has been quite
high. That is, while real coffee prices declined 6.6 percent and real per
capita consumer expenditures increased over 6 percent during 1952-65, per
capita coffee consumption increased over 11 percent. The generated estimate of
direct price elasticity (-2.33) is the highest in the EC/S/A (table 38). This
level of elasticity suggests that more coffee would be consumed in West Germany
if taxes and duties were lowered.

Real per capita consumer expenditures during 1952-65 increased over 6 percent
in West Germany, while rer capita coffee consumption increased over 11 percent.
If viewed independently of other variables, this relationship suggests a
relatively high income response. However, this apparent relationship was not
reflected by the relatively inelastic income coefficient (0.28) generated by
multiple linear regression. This inelasticity suggests that the direct price
coefficient may have absorbed some of the income effect. Also, indirect price
coefficients for tea and cocoa were quite high -- 0.81 and 1.22 -- which
suggests that some of the increased per capita consumer expenditures (income)
is being channeled into the purchase of tea and cocoa instead of coffee.

Real coffee prices in France declined 3.6 percent per year during 1952-65 and
were considerably lower than West Germany's (table 37). According to the ICO,
the average retail coffee price changed very little -- from 9.33 francs per
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Table 34 --Population, consumer expenditures, and coffee, tea, and cocoa prices and consumption,
Italy, 1952-65

: : Coffee : rea : Cocoa
H : Per capita : : :
Year :Population: consumer :Rea! rrice: Per Total :Real price: Per : Total :Reai price: Per : Total
: sexpenditures: per : capita ‘consumption' per : capita :consumption: per capita :consump-
: : kilogram :consumption: : kilogram :consumpticn: : kilogram :consumption: tionm
1,000 1,000 1,000
metric metric metric
: Thousands «------ Lire --~-c-- Kilograms ~--tons-- ~- Lire -- Kilograme -- tong =- -= Lire -- Kilograms tons
1952 ...veinnn.. : 47,352 185,721 2,089 1.51 71.28 4,286 0.014 0.7 2,069 0.25 11.7
1953 ........ ool 47,607 199,145 2,075 1.4 66.70 4,155 .017 0.8 2,045 .36 17.1
1954 ...........: 47,899 198,563 2,378 1.5 69.46 4,037 .020 1.0 2,308 .39 18.6
1955 ... : 48,200 205,528 2,213 1.5 72.36 4,128 .022 1.0 2,151 .39 18.8
1956 .....vv.... : 48,469 212,443 2,278 1.6 75.75 4,045 .028 1.3 1,979 .45 22,0
1957 ceve..... ve: 48,743 220,555 2,255 1.6 77.79 4,010 .022 1.1 1,289 .58 28,2
1958 ....ivennnn: 49,041 245,387 2,187 1.7 80.89 3,883 .027 1.3 1,500 45 22.0
1959 ........... : 49,356 252,776 2,161 1.7 84.02 3,8¢8 .029 1.4 1,420 .54 26.6
1960 ...........: 49,642 263,968 2,101 2.0 99.19 3,822 .030 1.5 1,363 .57 28,1
1961 ....... cevel 49,863 282,370 2,022 2.1 105.20 3,752 .033 1.7 1,337 .71 35.6
1962 .....c00n..: 50,151 302,024 1,904 2.2 111.92 3,570 .039 2.0 1,206 .72 35.9
1963 ...iiviee..: 50,5938 325,694 1,746 2.3 116.08 3,414 .036 1.8 1,229 .76 38.5
1964 ........ esel 51,120 329,222 1,710 2.35 120.13 3,213 045 2.3 1,210 .78 36.7
1965 .......... .3 51,575 335,528 1,676 2.56 132.03 3,119 .050 2.6 1,070 .86 41.1
----------------------------------------------- Percent T T e e cmmec e ——an
Annual compound
change ........: 0.7 5.0 =-2.1 4.8 5.4 -2.2 8.8 9.5 -5.8 8.1 8.8

Source: 19, 14, 5 and 7).
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- ‘. Coffee : Cocoa
: Per carita :
fear fPopulatloniP 'co:’s‘u:f-:—; -. Price Per capita Total Price Per capita Total
Fexpendiiy e": per kilograr ~ consumption : consuaption . ver kilorram ' consumption . consumption

1,000 1,000

: metric metric

: Thousards Schilliings  Schillings Xilogrars tons Schillings Kilograms tons
19520 unnn.... . 6,9k g,282 100.0 0.6k b.Lb 46.24 0.8k 5.8
1953....00000.t 6,95L 8,737 lo7.2 .63 L. u1 L6.11 .97 6.8
195L. ... ... 6,969 9,355 108.1 .69 4.83 47.89 .98 6.8
1955, cceennans 6,957 10,U3€ 106.9 .81 5.67 5h.71 1.07 7.5
19560 ceenn...: 6,952 10,915 103.6 1.05 7.30 51.89 1.33 9.2
1957 ceeeeen.n: 6,966 11,497 101.5 1.19 8.29 48,23 1.4 10.0
1958, .0 6,937 11,968 89.0 1.28 8.98 47.00 1.31 9.2
1959...0ciea.r 7,01k 12,547 83.2 1.39 9.81 L46.23 1.37 9.6
19600 ceeene.a: T,0L8 13,304 7.7 1.72 12.20 L5 24 1.47 10.h4
1961...cccvee.: T,07Th 1L,057 4.5 1.85 13.10 37.26 1.64 11.6
1962, .00eune..: T,130 14,427 T1.4 1.90 13.47 30.88 1.58 11.2
1962..ccceune: 7,172 15,154 67.4 2.13 15.13 31.30 1.47 10.5
1964, ... .. ... = 7,215 15,570 T1.4 2.39 17.24 30.25 1.52 11.0
1965, .00 0un... : 7,255 15,902 68.6 2.48 17.99 28.57 1.72 12.5

Percent
Annual com-

pound change : 0.3 5.2 -4.3 12.2 12.5 -6 5.3 5.3

Sources: (Q, 1k, 7).
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Table 36 —-Population

» consumer expenditures,

and coffee and cocoa prices and consumption

» Switzerland, 1952-65

: ; Per capita ; Coffee Cocoa

Year fPOPUIatlonfe c::;?fi:es_ Price . Per capita Total A Price . Per capita Total
; xp . per kilogram® consumption  ° consumption . ver kilogram' consumption . consumption
1,000 1,000
: metric metric
: Thousands S. francs S. francs Kilograms tons S. francs Kilograms tons
1952, . 0iiiilt L,815 3,71k 9.47 3.78 18.24 6.60 1.59 7.7
1953, .. .00 L8877 3,550 9.96 3.92 19.12 6.67 1.88 9.2
1054, cevese: kb 929 3,571 11.54 3.88 19.13 7.87 2.08 l0.2
........... L,980 3,782 10.69 3.61 17.95 8.1 1.85 9.2
I W 1 3,920 10.2% L. L6 22.ks 8.13 2.08 10.5
........... 5,126 3,955 10.01 L.30 22.02 T.€8 2.1k 11.0
........... 5,199 3,959 9.60 L. kL 23.04 7.k40 2.12 11.0
sectecana: 5,250 L 11k 9.07 5.11 26.76 7.88 2.09 11.0
........... 5,362 4,235 8.5k 5.57 29.86 7.72 2.11 11.3
1961..... teneal 5,406 L L2 8.18 5.92 32.Lo T.57 1.99 10.9
........... 5,660 L, 597 7.76 5.48 30.k0 6.6L 2.30 13.0
. I & ) 4,739 7.39 6.15 3L, sl 6.08 2.46 k.2
............ 5,37L L, 881 7.14 6.33 37.18 5.92 2.k 14.1
........... 5,045 L,993 6.85 6.69 39.77 5.72 2.42 4.4
- - Percent - ~-=
Annual com-
peund change : 1.7 3.7 -3.5 5.0 6.7 -1.6 2.4 .1
Sources: (19, 1L, 7).



Table 37 --Real coffee prices per kilogram in the United States,
the EC countries, Austria, and Switzerland, 1952-65

‘ United® West

Ycar f Statesf Germanyf France: Netherlands: Italy: Austria:Switzerland
U.S. dollars
1952 ......; 1.91 8.46 2.29 2.37 3.35 3.85 2.20
1953 ......: 1.97 7.44 2,29 2,38 3.33 4.13 2,31
1954 ......: 2.44 5.88 2.52 2,79 3.81 4.16 2.65
1955 ......: 2.05 5.45 2.35 2.42 3.55 4.12 2.48
1956 ......: 2.14 5.16 2.25 2,19 3.65 3.99 2.38
1957 ......; 2.09 5.03 2.29 2.07 3.61 3.91 2,33
1958 ......: 1.87 4.64 2.11 1.90 3.50 3.43 2,23
1959 ......: 1.58 4,27 1.95 1.78 3.46 3.20 2.11
1960 ...... : 1.55 4,13 1.88 1.61 3.37 2.99 1.98
1961 ......: 1.53 3.97 1.81 1.54 3.24 2,87 1.90
1962 ......: 1.49 3.76 1.72 1.50 3.05 2.75 1.80
1963 ......: 1.46 3.56 1.64 1.44 2.80 2.59 1.72
1964 ......: 1.73 3.48 1.65 1.60 2.74 2.75 1.65
1965 ......: 1.63 3.41 1.59 1.53 2.69 2,54 1.59

Source: Derived from (14).

kilo in 1953 to 10.46 francs in 1964. This can be partially attributed to a
reduction of duties and internal coffee taxes. In real terms, the retail price
of coffee decreased 28 percent while the overall cost of living increased 51
percent. The difference between the change 1in current retail price and the
real (deflated) retail price of coffee indicates that the real price declined
while other consumer prices increased and resal consumer expenditures increased
3.6 percent per year. Thus, market conditions were at least moderately favor-
able for expansion in the French coffee market (13, p. 61). However, the’
generated direct price coefficients were quite inelastic, ranging from -0.27 to
-0.33 (9a, 9b, and 9c, table 38). These low elasticities are probably in-
fluenced -- at least covertly -- by the historically very high level of wine
consumption in France. That is, a relatively high level of consumption of a
universally accepted competing beverage can suppress increased consumption of
another beverage.

Consumption response to income was even lower than was the response to direct
price. The generated income coefficients ranged from 0.12 to 0.32. The net
effect of the inelastic price and income elasticities suggests that only
limited future expansion can be expected in the French coffee market.

Coffee consumption in the Netherlands appears to be favorably influenced by a

substantial decline in coffee prices and by a taxing rate which is considerably
lower than West Germary's. Retail price levels in the Netherlands have been
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Table 38 --Elasticities computed from regression equatio.s on per capita
coffee consumption, EC countries, Austria, and Switzerland, 1952-65

Equation : Coffee: Cross: Cross : Trend

Country * Function® Income*

number 1/: : : price : : (tea): (cocoa): (time)
8a ........: West Germany : 1 -2.33 0.23 0.82 5.13 --
9a ........; France : 1 -0.33 0.32 0.39 -- --
9% ........: France : 1 -0.28 0.13 -- 0.24 -
9% ..¢v....: France : 1 -0,27 0.12 0.04 0.26 --
10a .......: Netherlands : 1 -0.77 1.32 -- -- --
10b .......: Netherlands : 1 -0.81 1.39 -- 0.13 --
lla .......: Italy : 1 -0.26 0.82 -- -0.003 .-
11b .......: Italy : 1 -0.26 0.83 -- -- --
1lc ...ve.e: Italy ! 1 -0.18 0.70 -0.31 -0.02 --
128 ,......: Switzerland 1 -1.05 0.46 -- 0.58 --
12b .......: Switzerland 2 -0.40 0.73 -- -- --
132 ..... .: Austria 1 -0.41 1.93 .- -- -
13b .......: Austria 1 -0.44 1.93 -- 0.02 --
13¢ .......: Austria 2 -0.23 1.38 - -- -0.04
13d .......;: Austria 1 -0.44 1.93 -- 0.02 -

1/ Complete statistical support data (standard errors, intercent levels, and
s0 on) for these equations are in app. table A-8.

approximately equal to those in France (table 37). According to the ICO, the
Netherlands has not imposed any internal taxes as such on coffee. 22/

During 1952-65, Dutch real coffee prices declined nearly 5 percent, while real
income increased 3.5 percent annually. During the same time, per capita con-
sumption increased 8.6 percent per year. The price coefficients generated by
mittiple linear regression aralysis ranged from -0.77 to -0.81 (table 38).
Thus, fluctuations in real coffee prices in the Netherlands could be expected
to influence coffee consumption.

The real per capita income level in the Netherland: has been lower than that
in France or West Germany (table 39). And real annual per capita income growth
has been only a moderate 3.5 percent. The nature of this expenditure-income
relationship is reflected by the quite high (1.32 to 1.39) income coefficients.

22/ In 1953, the Netherlands had a duty of only $0.04 per pound of green
coffae; in 1963, the Netherlands imposed a 2.9 percent ad valorem duty on green
coffee from non-EC countries and associated overseas countries. However, this
duty applied only tc the amount in excess of 85 percent of the preceding year's
imports (13, p. 67).
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Table 39 --Real per capita consumer expenditures in the EC,
Austria, and Switzerland, compared with the
United States, 1952-65

* United® West : : - :
Year ' States® Germany® France: Netherlands: Italy: Austria:Switzerland
Dollars
1952 ....... : 1,500 402 560 419 298 323 815
1953 .......: 1,541 445 583 435 319 336 770
1954 .......: 1,548 465 615 456 318 360 783
1955 ...v0e.: 1,641 503 645 480 329 402 839
1956 .......: 1,673 541 692 517 340 420 878
1957 .......: 1,680 572 742 506 353 443 905
1958 .......: 1,664 697 732 498 393 461 919
1959 .......: 1,739 633 738 514 405 483 942
1960 «.ocve..: 1,772 720 708 541 423 512 993
1961 .......: 1,778 758 799 565 453 541 1,063
1962 .......: 1,819 794 837 589 484 556 1,139
1963 .......: 1,876 809 875 618 522 585 1,219
1964 .......: 1,960 839 908 654 528 600 1,299
1965 .......: 2,050 879 933 681 538 612 1,365

In summary, the analysis indicates that both price and income are important and
positive variables in Dutch coffee consumption. Coefficients for coffee sub-
stitutes were not statistically significant.

In real terms, Italian coffee prices declined 2.1 percent per year during
1952-65, while per capita consumption increased 4.8 percent, which, other
things being equal, suggests a price-sensitive demand for coffee. However,
this relationship, as est!mated by the generated price coefficients (lla, llb,
and llc, table 38), indicates a quite low price elasticity (-0.18 to -0.26).
In part, this price inelasticity can be explained by the decline in importance
of per capita coffee expenditures. 23/ 1In 1952, per capita expenditures on
coffee constituted 1.6 percent of total Italian consumer expenditures 24/ but,
by 1965, expenditures on coffee had declined to 1.2 percent -- a 25 percent

drop.

attention it receives. Thus, price fluctuations for this item have less in-

fluence on its consumption.
24/ Computed by multiplying per capita consumption by real price and dividing
by real per capita consumer expenditures per year.
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Changes in income (consumer expenditures) had more apparent effect on Italian
coffee consumption than real prices. The generated income elasticities ranged
from 0.70 to 0.82 (11a, 11b, and llc, table 38) or, restated, a 10-percent
change in real income could be expected to increase Italian coffee consumption
by 7 to 8 percent, other things being equal. Therefore, changes in real in-
come will probably influence coffee consumption much more than direct price
changes. A1l elasticities for cross price elasticities had wrong signs.

During 1952-65, real coffee prices declined 4.3 percent in Austria and 3.5
percent in Switzerland (tables 35 and 36). Duties and taxes, as coffee price
factors, were comparatively low for these countries. 25/ Annual Austrian per
capita consumption increased 12,2 percent during 1952-65; Swiss per capita
consumption increased 5.0 percent in the same period.

The generated price elasticity for Swtizerland was 1, or unity (12a, table 38).
Surprisingly, the price elasticity for Austria was less than half that of
Switzerland -- 0.44 (13a, 13b, and 13d, table 38).

Yearly growth in real per capita consumer expenditurez increased 5.2 percent
in Austria, or nearly twice as fast as in Switzerland. The differences in
consumer expenditures growth and per capita coffee cons''mption rates were
reflected in the estimated income coefficients. For Austria, the income co-
efficient was very high at 1.93, For Switzerland, the income coefficients
were 0.46 and 0.73; the latter was statistically more significant.

The cross elasticity for Swiss cocoa was quite high (0.58), which suggests its
importance as a consumer item.

All reerension analyses for each country are summarized in appen..ix table A-8,

Other Developed and Central Plan Countries

Inccaplete data for Japan, Spain, Greece, and the central plan countries pre-
cluded an econometric analysis of demand for coffee for these markets. There-
fore, projected 1980 consumption levels for these markets will be based
largely on limited pre-1965 coffee import data, estimated institutional and
socioeconomic trends, and projected population and real income changes from
1965 to 1980.

The Less Developed Coffee Importing Countries

Consumption in the less developed coffee importing countries jis expected to
increase from 138,000 to 217,000 tons, or an annual growth rate of 3.1 percent,
which is only 0,5 percent higher than Projected population growth. Thus,
population growth is the main factor affecting growth in coffee coasumption in
the coffee importing LDC's,

25/ In Austria, duties and internal taxes together were 20 cents per pound on
roasted coffee in 1953, and 43 cents in 1963 (13, »p. 73). In Switzerland, the
tax on roasted coffee was 16 cents per pound in 1953, and only 10 cents per
pound in 1963 (13, p. 101).
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IV, --PROJECTED IMPORTED WORLD COFFEE CONSUMPTION IN 1980

Export prospects and foreign exchange earnings from coffee by the LDC's in
1980 are projected on the basis of estimated world imported consumption in
1980. Projections of expected coffee consumption by the importing countries
are developed and presented under two major assumptions or "projection sets".

Projection set I assumes constant prices; that is, prices in 1980 would be at
1964-66 levels for coffee and its major substitutes. Continuation of present
International Coffee Organization export policies through 1980 is also
assumed. 26/ TFurther, these projections assume an absence of major wars and
natural disasters that would substantially change the underlying factors of
future coffee supply and demand.

Assumptions under projection set II are identical to those under set I except
that world coffee prices and the prices of major coffee substitutes decline
30 percent from the 1964-66 level. The 30 percent figure was arbitrarily
selected to demonstrate the impact upon projected foreign exchange earnings
from coffee if producing countries ignore the coffee agreement and try to
export more than the equilibrium level as given in set I.

Methodology

Projected coffee consumption in 1980 for 13 major importing countries 27/ is
based on coefficients generated by multiple linear regression analysis on
time-series consumption data for 1952-65 in chapter III and summarized in
table 40. Except for the United States, for which liquid coffee consumption
was used, the dependent variable was per capita coffee consumption in green
bean equivalent. Independent variables were direct and cross prices, real
per capita incomes, and time (trend). Various combinations of these indepen-
dent variables were analyzed by multiple linear regression to determine which
combination best explained the variation in per capita coffee consumption for
each country during 1952-65. A more detailed discussion of the variables
included on the demand analyses for the 13 major importing countries is in
chapter III,

Data and time constraints limited detailed demand analysis (discussed in

ch. III) to 17 of the world's largest coffee importing countries. However,
the results of the analyses for four countries -- Finland, New Zealand,
Belgium-Luxembourg, and Ireland -- were subsequently found to be unacceptable.
Consumption estimotes for 1980 for these four countries were obtained by
assuming that their coffee consumption patterns would parallel one or more of
the 13. For example, it was assumed that New Zealand's future per capita
coffee consumption growth would parallel Australia's. It was also assumed
that future changes in per capita consumption in Belgium-Luxembourg would
parallel consumption in the other four EC countries.

26/ These are described in appendix B.
27/ United States, United Kingdom, Canada, Australia, Sweden, Denmark,
Norway, West Germany, France, Netherlands, Italy, Switzerland, and Austria.
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Table 40 --Elasticities computed from regression equations on per
capita coffee consumption, selected countries 1/

Equation f Country ; Durbin§ 2 ; Coffee ; Income ; Cross ; Cross
number 2/ ) Watson: price . (tea) : (cocoa)
1d ........: United States  1.10 0.79 -0.10% 0.24k% .. .-
2a ........; United Kingdom 1.67 0.96 -1.51%%% 2 23%kk* - --
3a ........: Canada 0.94 0.90 -0.23%k%x (,7g%kx -- .-
4b ........: Australia 2.38  0.92 -2.50%%% 1, 23% 0.33 X -~
58 ...v0...: Sweden 2.49  0.99 -0.25%%% ], 05kkk -- ~0.06%*
6b ........: Denmark 0.80 0.92 -0.51* 1,36%** -- --
7b +.ee....: Norway 1,46 0.95 -0.42%%% (, ,g2k+r* -- -
8a ........: West Germany 1.56  0.96 -2.33%%% (,23%k g gokkk ] 13k
9% ........: France 1.66 0.96 -0.28%%* (_ 13% -- 0. 24 %%k
10a .......; Netherlands 3.03  0.99 -0.77%%k 1, 32wk -- --
11b .......; Italy 2,35 0.98 -0.26* 0.82¥%k* -- --
12a .......: Switzerland 271 0.97 -1.05%%% 0.46%% .. 0. 58k
13b .......: Austria 1.72  0.99 -0.44%% 1,93%kx -~ 0.02 X

1/ Elasti;ities computed at mean values--double-log functions.

2/ See app. table A-8 for complete equations.

-~ = not applicable.

*%k - Significant at 5-percent level.

*% - Significant at 10-percent level.

* - Significant at 15-percent level.

X - Not significant at 15-percent level.

Source: Computed from equations in app. table A-8,
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Projected consumption for the remainder of the regiona and countries is
estimated primarily by linear projections of pre-1965 consumption data. Some
adjustments for known or estimated trends or changes in institutional and
socioeconomic factors were made in these long-term trend data.

The Projection Model

A 3-year average (for 1964-66) was used for the base period which was implicit-
ly assumed to represent an equilibrium point in time.

The projection equation is:
Qp=Qc(1+e1 r1+e2r2+e3r3+e4r4+rs+r6)t
Where:

Qp= Projected coffee consumption in 1980.

Qc= Coffee consumption in 1964-66.

e] = Coffee price (direct price) elasticity.

r] = Projected annual coffee price change, 1964-66 to 1980.
ey = Crosa price elasticity, 1lst coffee substitute.

rp = Growth rate 1964-66 to 1980, es.

23 = Cross price elasticity, 2d coffee substitute.

rq = Growth rate 1964-66 to 1980, ej.

e, = Cross price elasticity, 3d coffee substitute.

r4 = Growth rate 1964-66 to 1980, ey.

r5 = Growth rate, trend.

rg = Growth rate, population.

t = Time span projected ~- 15 years.

Selection of Projection Equations

A number of criteria were used in the selection of coefficients for consump-
tion projection equations. Major consideration was given to the reasonable-
ness of the signs of the coefficients; that is, negative signs for the direct
price coefficients and positive signs for cross price and income coefficients.
In addition, the coefficients had to be statistically significant and the size
of the Durbin Watson statistic and the coefficient of determination (R“) had
to be within acceptable ranges. Perhaps the most important criterion was the
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overall reasonability of the Projected consumption figures. The selection

and use of the projection functions must always include the use of reason-
ability checks, since consumption habits change over a 15-year span as a result
of personal and environmental factors, and may cause considerably higher or
lower consumption levels to be realized than those which were mathematically
Projected. Thus, the accepted projections for most countries were selected
from the various alternative projections that seemed most reasonable under the
particular price assumption. For example, mathematical projections of Danish
coffee consumption under projection set I exceeded 19 kilograms (41.9 pounds)
per capita. A review of empirical consumption data plus consideration of the
possible impact of soluble coffees suggested that a maximum congumption of
only 14 kilograms per capita in 1980 would be reasonable.

The reader is reminded that the projected 1980 consumption volumes are pro-
jections only and not forecasts of the future. Specifically, the probability
that a particular set of projections would materialize depends on the likeli~
hood of the assumptions and the relationships used in making these projections.

World Population and Real Income Growth Assumptions -- 1965-80

Population is a key variant in the growth in demand of most consumer items.
Therefore, assumptions regarding population growth are of the utmost impor-
tance. Population and income projections used in this study are shown in
table 41. Basically, these are United Nations projections with some adjust-
ments based on studies by FAQO and Organization for Economic and Cooperative
Development and USDA long-term supply and demand studies.

Between 1965 and 1980, population is projected to grow at a compound yearly
rate of 1.0 percent in the developed world, 1.8 percent in the central plan
area, and 2.6 percent in the less developed coffee importing countries.

According to Magelby and Missiaen (17), by 1980, the less developed sector
will have about half the world's population -- up from 46 percent in 1965. By
contrast, the developed regions will have only 17 percent -- down from 20 per-
cent in 1965. The central plan share is expected to remain about one-third.

Income is another key variant in growth in demand for most consumer products.
With given levels of population, prices, and other factors, the rate of in-
crease in real income largely determines the pattern and level of per capita
consumption. The real income projections in table 41 regresent consumer ex-
penditures for the developed countries, net material product for the central
plan countries, and GNP of the less developed regions.

Yearly income growth from 1965 to 1980 is projected at 3.3 nercent for the

developed world, 3.4 percent for the central plan countries, and 1.6 percent
for the coffee importing LDC's.

Projected 1980 World Imported Coffee Consumption

Projected 1980 world coffee consumption in green bean equivalent is summarized
in table 42. Under assumed constant 1964-66 prices (projection set I), world
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Table 41 --Population and real income, study countries, 1965, and medium projections for 1980

Population 1/ : Real income per capita 2/
Region and country : ‘ Projected ° Change * Annual growth ° ‘ Projected ° Change ° Annual growth 1/
P 1951 1980 ¥ over 1965 © rate, 1965-80 © 19651/ i 1580 1/ © over 1965 " rate, 1965-80
Immemeeeeaee Thousands ------------ Percent @ = c~-----a-- Dollars ~---~---- Percent
Developed: :
United States .....ecveeveecas eeee: 194,572 241,079 46,507 1.4 2,050 3,029 979 2.7
British Commomwealth and Ireland: :
United Ringdom ....oiivvecanannn: 54,595 60,690 6,095 0.7 973 1,404 431 2.5
(0F:1,7-1. - S ceeenean .ot 19,604 26,024 6,420 1.9 1,530 2,11 581 2.3
Ireland c.veieecveneconcanconnant 2,874 3,355 481 1.0 3/564 896 332 3.2
Australia ......... teseesacensanl 11,360 14,576 3,216 1.7 1,012 1,420 408 2.3
New Zealand ...eceicnncanaanan.at 2,640 3,640 1,000 2.3 1/1,070 1,391 321 1.8
Subtotal .............. ceranaat 91,073 108,285 17,212 1.2 1,080 1,560 480 2.5
Scandinavia: :
Sweden .....cceeceiaan. ceeereaanal 7,734 8,701 967 0.8 1,181 1,830 649 3.0
Demmark .eceeececseriancensnananat 4,757 5,230 473 0.7 994 1,607 613 3.2
NOTrway c.oevevceeneaan ceeeraianaat 3,723 4,238 515 0.9 830 1,442 612 3.7
Finland ...ccvciiacninn.e ceirenat 4,612 5,229 617 0.8 1/634 1,017 383 3.3
Subtotal .......... reesateaeat 20,826 23,598 2,572 0.8 954 1,528 574 3.2
European Community S/A: &4/
West Germany ....eeevececeneeeaat 59,012 62,287 3,275 0.4 879 1,486 607 3.6
France .....e.cooveeune eereeeast 48,920 54,501 5,581 0.7 933 1,607 674 3.7
Netherlands ........ creerneees .ol 12,292 14,215 1,923 1.0 681 1,137 456 3.5
Italy ...cevieninannnn. eeceaeaeat 51,575 56,814 5,239 0.7 538 987 449 4.1
Belgium-Luxembourg .......... eeel 9,795 10,568 773 0.5 1/960 1,572 612 3.4
Switzerland ........c000invaiacat 5,945 6,99 1,049 1.1 1,365 1,911 546 2.3
AuStria c...neciiiiirarnncnnnnnat 7,255 7,380 125 0.1 612 1,077 465 3.8
Subtotal ......ceiniiiaiaaa.r 194,794 212,759 17,965 0.6 799 1,364 565 3.6
Other developed: :
S T 7 o 97,960 111,563 13,603 0.8 3/356 992 636 7.2
] - 3 1 31,604 35,893 4,289 0.8 3/309 579 270 4.3
Greece .ec.ccesecevoosancocnoneal 8,550 9,134 554 0.4 3/415 911 496 5.4
Subtotal .......eieiieiiiinaae: 138,114 156,568 18,446 0.8 3/349 893 544 6.5
Total developed .........c.u0veueees: 639,379 742,081 102,702 1.0 1,128 1,839 711 3.3

See footnotes at end of table. Concinued
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Table 41 --Population and real income, study countries, 1965, and medium projections for 1980 -- Coutinued

f Population 1/ : Real income per income 2/
Region and country f f Projected f Change f Annual growth f f Projected f Change ‘Annual growth 1/
PO 195 7 1380 over 1965 © rate, 1965-80 P 1951/ 1980 1/ ¢ over 1965 rate, 1965-80
; ------------ Thousands -----=-na-cn Percent = = —eemeoooo.. Dollars ~-=-w=--e- Percent
Central plan: 5/ :
Eastern EUrope ..vececevrennces.? 121,430 138,763 17,333 0.9 702 1,273 571 4,1
USSR tiiiiiiineinnnnnannnannnnnas 230,600 277,325 46,725 1.3 953 1,802 849 4.4
Comuunist Asia ...o.evvunennnnn.: 795,604 1,077,064 281,460 2.0 108 147 39 2.2
Total central plan ...ccveeeeewen...: 1,147,634 1,493,152 345,518 1.8 340 559 219 3.4
Less developed: 6/
North Africa: :
Algeria viveeeeenennnencnennnnans 11,871 18,405 6,534 2.9 222 271 49 1.5
124375+ ¥ S 29,600 46,437 16,837 3.0 159 219 60 2.3
MOToCCO t.viienearenenrannncnanat 13,323 21, 944 8,621 3.4 196 225 29 1.0
SUAN v evciineenennencancnnnnneat 13,540 19,514 5,974 2.5 102 138 36 2.0
TURISI@ vivivnnrunnenroneennnanss 4,414 6,178 1,764 2.3 212 277 65 1.8
Latin America: :
AYgenting ...cveveeceeiennnsnesas 22,352 28,379 6,027 1.6 718 920 202 1.7
Chile toiirveenennenoncancnnnnast 8,786 12,609 3,823 2.4 485 660 175 2.2
UTUBUAY 4evvvernnvenennnnnennnnns 2,715 3,206 491 1.1 573 737 164 1.3
West Asia: H
eIsrael Secececcncrnvoscaceneanesl 2,563 3,411 848 1.9 1,403 2,697 1,294 4.6
372 o - S 5,356 §.,974 3,618 3.5 210 253 43 1.3
Lebanon t.i..ieiieiiiieieniennnn..s 2,565 3,882 1,317 2.8 437 580 143 2.0
Total less developed 6/ eeecennnnnanat 117,085 172,939 55,854 2.6 341 434 93 1.6

7 1

2/ 1958 U.S. dollars.

3/ OECD population and income data, unless indicated otherwise.
4/ EC countries plus Switzerland Austria.

3/ Net material product.

6/ Coffee importing LDC's only.
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Table 42 --Projected total 1980 consumption compsared with the base period, study countries, 1964-66
(Green bean equivalent)

Projected 1980 consumption

* Rase period : H H Relative yearly : Absolute change
Regions and countries f (1964-66) f Projection f Projection E change fr?m 1964-66 3 from 1964-66
. consumption | set 1 3 set II . Projection  Projection @ Projection . Projection
3 : N N set I : set II . set I ) set II
Poeeemececeeens MetTic tons ----~----cee cmmeoaoL. Percent ~---------- —-cc--. Metric tons ---==-=---
Developed: :
United States ....... ceeens .: 1,278,871 1,335,639 1,382,905 0.3 0.6 56,768 104,034
British Commonwealth :
and Ireland: :
United Kiogdom ...........: 80,794 194,742 361,291 6.0 9.5 113,948 235,497
Canada ............ ceeenesl 75,608 130,763 141,242 3.7 4.2 55,155 65,634
Ireland ................. .2 600 720 740 1.2 1.4 120 140
Australia .......... ... .t 11,670 22,648 45,563 4.5 9.5 10,978 33,893
New Zealand ..............: 3,532 6,852 13,775 4.5 9.5 3,320 10,243
Subtotal ...............: 172,204 355,725 517,611 5.0 7.6 183,521 245,407
Scandinavian countries: :
Sweden .............0.00000 94,101 121,814 136,432 1.8 2.5 27,713 42,331
Denmark .................. : 50,179 73,220 80,542 2.6 3.2 23,041 30,363
NOTWAY «.vvvnrennncnnnnnnn : 32,573 58,036 59,332 3.9 4.1 25,463 26,759
Finland ..................: 44,930 64,250 64,699 2.4 2,5 19,320 19,769
Subtotal ............... : 221,783 317,320 341,005 2.5 2.9 95,537 119,222
EC/S/A: 1/ :
West Germany ............. : 269,309 323,874 368,398 1.2 2.1 54,565 99,089
France ...................2 224,173 267,961 271,927 1.2 1.3 43,788 47,754
Netherlands ..............: 75,950 172,122 199,010 5.6 3.3 96,172 123,060
Italy ....oieiiiiiiaaaue 121,086 220,236 240,156 4.0 4.7 99,150 119,070
Belgium-Luxembourg ....... : 63,559 90,572 99,343 2.4 3.0 27,013 35,784
Switzerland ..............: 39,770 54,819 64,225 2.2 3.3 15,049 23,455
Austria ...........000u.u.t 17,133 50,177 57,297 7.4 8.6 32,984 40,164
Subtotal ............... : 810,980 1,179,701 1,300,356 2.5 3.2 368,721 489,376
Other deweloped: ;
Japan .....ieiiiiiieieeaat 29,959 69,169 79,544 5.7 6.7 39,210 49,585
Spain ....... . il 48,482 103,832 119,407 5.2 6.2 55,350 70,925
Greece .......c00vennnn. vt 10,020 20,040 23,046 4.7 5.7 10,020 13,026
Subtotal ............... : 88,461 193,041 221,997 5.3 6.3 104,580 133,536
Total developed cereeeneeneaat 2,572,299 3,381,426 3,763,874 1.9 2.6 809,127 1,191,575

Continued



Tabla 42 --Projected 1980 consumption compared with the base period, study countries, 1964-66 --Continued
(Green bean equivalent)

Projected 1980 consumption

9L

HE- . : : : Relative yearly : Absolute change
. Base period : N d :
Regions and countries . (1964-%63 ' Projection . Projection change fror.n 1964-66 - from 19?[‘ 66
. consumption | set I : set Il . Projection @ Projection . Projection @ Projection
N : N . set 1 X set II N set T : set II
Peemmmmeeas Metric tons ------c--eeo Lo __ Percent -=-----ua ceeeoo_. Metric tons ~----ea-.
Central plan: :
Eastern Europe 2/ 85,040 220,040 242,040 6.6 7.2 135,000 157,000
USSR v.evunn... PR et 29,880 78,480 86,328 6.7 7.3 48,600 56,448
Other central plan ........ : 11,316 15,497 17,295 2.1 2.8 4,181 5,979
Total central plan ..........: 126,236 314,017 345,663 6.3 6.9 187,781 219,427
Less developed: :
North Africa ............. .2
Algeria ................. : 22,860 39,137 47,726 3.7 5.0 16,277 24,866
Egvpt ..ttt : 3,900 7,177 8,743 4.2 5.5 3,277 4,843
Morocco ................. : 9,060 14,959 18,251 3.4 4.8 5,899 9,191
Sudan ...... e aieeaa : 11,520 19,299 23,541 3.5 4.9 7,779 12,021
Tunisia ....... e : 1,860 2,983 3,641 3.2 4.6 1,123 1,781
Latin America .
Argentina ............... : 33,240 48,139 58,833 2.5 3.9 14,899 25,593
Chile ............ Ceeeeen : 8,100 13,143 16,039 3.3 4.7 5,043 7,939
Uruguay ................. 2 960 1,251 1,531 1.8 3.2 291 571
West Asia :
Israel ................. .t 5,880 13,080 14,650 5.5 6.3 7,200 8,770
Svria ...i.iiiiiaiaa..... : 2,640 4,768 5,810 4.0 5.4 2,128 3,170
Lebanon ................. : 3,840 6,527 7,960 3.6 5.0 2,687 4,120
Other LDC'S ... viienannnnn 33,948 46,492 51,886 2.1 2.8 12,544 17,938
Total less developed ....... ; 137,808 216,955 258,611 3.1 4.3 79,147 120,803
World total 2,836,343 3,912,398 4,368,148 2.2 2.9 1,076,055 1,531,805

1/ European Community, Switzerland, and Austria.
2/ 1Includes: Czechoslovakia, East Germany, Hungry, Poland, and Yugoslavia.



coffee imports are projected to increase from 2.8 million tons in 1964-66 to
3.9 million tons in 1980 -- a 2.2 percent annual or 38 percent total increase.

Total coffee consumption in the developed world is projected to increase from
2.6 million tons in 1964-66 to nearly 3.4 million tons in 1980 -- a 1.9-per-
cent annual or 3l-percent total increase. In contrast, total consumption in
the central plan countries is projected at nearly 2% times the 1964-66 con-
sumption level, or 314,000 tons. At this level, consumption by the central
plan countries is projected to increase 150 percent, or 6.3 percent per yvear
year -- nearly 3-1/3 times the annual growth rate of the developed world.

Under projection set I, coffee consumption in the importing LDC's from 1964-66
through 1980 is projected to increase 57 percent -- from 138,000 tons to
217,000 tons, or 2.2 percent- per annum, "hus, consumption growth in the
coffee importing LDC's is projected to be higher than in the developed
countries but less than in the central plan countries.

Projected Changes in World Consumption

Under set I, 1980 consumption in the developed world is expected to be 86 per-
cent of total world imported consumption, or 4 percent less than in 1964-66
(table 43). 1In contrast, the central plan countries are expected to consume
nearly 8 percent of world imports in 1980, or nearly double their 1964-66
share. Consumption by the coffee importing LDC's is expected to be only 0.7
percent more than the 1964-~66 share.

Projected 1980 Imported World Coffee Consumption

Projection set I assumes that world coffee prices will remain constant at
1964-66 levels, while projection set II assumes that world coffee prices will
decline 30 percent 28/ if countries attempt to expor. more than that needed to
meet the projected demand in 1980 under set I.

Under set II, total world coffee imports would be nearly a half million tons

or 12 percent more than imports projected under Set I (table 44). However,
because of the low clasticity of demand for coffee, world prices would be about
30 percent lower than 1964-66 levels. And, as a consequence, the collective

export ecarnings of the coffee exporting countries would be 22 percent less than
they would be under Set I.

For the developed world, the absolute difference between sets I and II is over
382,000 tons, or 11.3 percent -- which essentially equals the relative
difference for the total world. In contrast, consumption in the coffee
importing LDC's is projected at nearly 42,000 tons, or about 19 percent more
under set II than under set I. This projected increase in consumption indi-
cates that price sensitivity for coffee is abcut 1% times higher in the
importing LDC's than in the developed world.

28/ In monetary unit value as opposed to ''real" or deflated value.
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Table 43 --Shares of world imported coffee consumption,
1964-66 and projected 1980

Projected 1980

Regions and countries : 1964-66
: Set I ‘ Set II

: Percent

Developed:
United States ...eeeescvecoseccosancrsnsnscscest 45.1 34.1 31.7

British Commonwealth and Ireland: :
United Kingdom ..cuvvesersesvoononoeraoennnst 2
Canada ...iciiiiriirconcrrsonnorenrasnonsons 2
Ireland soveeeercnosoonacscesoasecsooesnsnss 0
T o 3 0
New Zealand ...,vesvececcecnnesenoscosssssssel 0
SUDtOtal ..ivivinrerrerecccnceonesansonncest 6

Scandinavia:
SWeden t.uieieincerersererenrrnncnsersononas’ 3.3 3.1 3.1
Denmark ...vieeietioieeeresarasnnanncocnncast 1.8 1.9 1.8
NOIWAY tivrieecernrarnnesseseoeoronansnsonanal 1.1 1.5 1.4
PInland ..iveveeererseneeocneocseooncsoncenst 1.6 1.6 1.5
SUDLOLAL 4iververenrrerreenanonnvsenaoaesst 7.8 8.1 7.8

European Community S/A: 1/ :
WeBt GeITANY +ieverravrsossorneccsssosnosneest

Prance .oieeercevessveconoossnnssoncesonnoeel

Netherlands ....cevevecesoooronrscnsnconcesst

O NN
« o .
~SNW W o

TtalY cveveeeveruorronsnneennssseccsncnnasnal
Belgium-LuXembourg ...ecveevosoacescrsncsnnet
Switzerland ..vveveeerencnsrrcccsrsocrsacens!
AUBETIA vivvevneencearosonossensessnsansenast

Subtotal .iiisiiiirnerircoreareennnsoannes]
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Ormpowndo®
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NWHLOo oW
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Other developed:
- ] T
o7 B

GreeCe .ouivesercosososnsenoeonsoenssnencnsost

SUDLOEAL tiiiieerersevesoeronscnanenconenst
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WO =
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Total developed ...ivevreerocseccrococnsrenoases? 90.7 86.4 86.2

Certral plan:
Eastern EUTOpe ....o.cvevssevevosocconencnnocest

USSR 9000000000000 0 0000000000000 000000B00s0s o

Other central PlAN sieiveeeeecenocnsososnneosst

O = W

Total central pPlan .seeeesvreoesenooeacesnanases? 4.45 8.0 7.9

Continued
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Table 43 --Shares of world imported coffee congumption,
1964-66 and projected 1980 -- Continued

Projected 1980

Regions and countries : 1964-66
: Set I Set II

Percent
Less developed:

North Africa:
Algeria ..
5
MOTOCCO tvievneecnooenes
SUdBN tieviencocnnnnss
Tunisia ....

- W= e

OO0

Latin America:
Argentina .......... cves

1
Chile t.ieuiviiieniennesovnnronsonsennionnennat 0
Uruguay .oveeceeronnosss 0

West Asia:

8- o T 0
- 0
D) - T o 0

Other LDC'S tuviviveoneresnoneraoaooonennsnsssl 1.2 1.2 1.2

Total 1ess developed v.vieeeeevorsverernoconsees? 4.9 5.6 5.9

World total ....civiiiiiiieiinnsereernenrennnnea: 100.0 100.0 100.0

1/ European Community, Switzerland, and Austria.
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Table 44 --Projections of total coffee consumption in 1980,
sets I and II compared

Total consumption

Change from set I to set II

Regions and countries Projection Projection Relative Absolute
set 1 set II change change
--------------- Metric ~---~=w----- Metric
tcns Percen: tons
Developed:
United States ...oeeeeeeeoes. 1,335,639 1,382,905 3.5 47,266
British Commonwealth
and Iraland: :
United Yingdom ...vvvivenest 194,742 316,291 62.4 121,549
Canada ....eeeecenirmiennes! 130,763 141,242 8.0 10,479
Ireland (v.evnvinnnncrnnnset 720 740 2.8 20
Australia ....civvvnennrenes 22,648 45,563 101.2 22,915
New Zealand ......c0vvevuns: 6,852 13,775 101.0 6,923
Subtotal ...eiheiuivenens: 355,725 515,611 45.5 161,886
Scandinavia:
Sweden ...iciiirioieniieniet 121,814 136,432 12.0 14,618
Denmark «..ocovvevevcenneset 73,220 80,542 10.0 7,322
NOTWAY +ovveenncrnncoannonst 58,036 59,1332 2,2 1,296
Finland ....vo0vvvnnncennsn. 64,250 64,699 0.7 449
Subtotal ...icieiienineenst 317,320 341,005 7.5 23,685
European Commnity S/A: 1/
Weet Germany ....cce0v00e0e. 323,874 368,398 13,7 44,524
Prance c.oeoeseoeeccncneeest 267,961 271,927 1.5 3,966
Netherlands ....oveecienees: 172,122 199,010 15.6 26,888
Italy ceevnnnvnnecencennnnat 220,236 240.156 9.0 19,920
Belgium-Luxembourg .....ioe.: 90,572 99,343 9.7 8,771
Switzerland ...vvececrevasst 54,819 64,225 17.2 9,406
Austria ...cieiviiinnnnienaat 50,117 57,297 14.3 7,180
Subtotal ..vieeiierienennet 1,179,701 1,300,156 10.2 120,655
Other developed:
Japan ..ceveennieriniineneat 69,169 79,544 15.0 10,375
-3 1 T 103,832 119,407 15.0 15,575
Greece c.veesesnescncnnnaest 20,040 23,046 15.0 3,006
Subtotal .....i0000vnuns. 193,041 221,997 15.0 28,956
Total developed ....e.vvvenyuest 3,381,426 3,763,874 11.3 382,448
Central Plan:
Eagtern EUTOPE svvuvvaresesest 220,040 242,040 10.0 22,000
USSR tiivreennnnonscnnneesnnel 78,480 86,328 10.0 7,848
Other central plan ..........: 15,497 17,295 11.6 1,798
Total central plan ....ecvvvesst 314,017 345,663 10.1 31,646
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Table 44 --Projections of total coffee consunption i{n 1980,

sets I and II compared =- Continued

Total consumption

Change from set I to set II

Regions and countries

Projection Projection Relative Absolute
set I set II change change
------------- Metric tong ~-=--c-eecc-- Percent Metric tons
Less developed:
North Africa: :
Algeria ....covvvnsvnnanaast 39,137 47,726 21.9 8,589
EGYPL tovevrnnrnveranannonat 7,177 8,743 21.8 1,566
MOrocCo ..vvveeeerronannnast 14,959 18,251 22.0 3,292
Sudan ..eiiieiieenintnannet 19,299 23,541 22,0 4,242
Tunisla coeeevececnssonsanst 2,983 3,641 22.0 658
Latin America:
Argentinag ..evevvisnrsenanst 48,139 58,833 22,2 10,694
Chile sovivivrnrecesnnnsnnst 13,143 16,039 22.0 2,896
Uruguay .oevevevseervranaast 1,251 1,531 22,4 280
West Asia: :
Israel ..viciininnnenennoest 13,080 14,650 12.0 1,570
Syria civveeviviannnnninnast 4,768 5,810 21.9 1,042
Lebanon ...ecivenrnnnsnnnest 6,527 7,960 22,0 1,433
Other LDC'S v.ieenvenncnnsenst 46,492 51,886 11.6 5,394
Total less developed ........00: 216,955 258,611 19.2 41,656
World total ..ieveevvvensanranst 3,912,398 4,368,148 11.6 455,750

1/ European Community, Switzerland, and Austria,
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In the central plan countries, consumption would increase only 10 percent, or
31,600 tons higher, under set II. These results are not surprising, since the
assumed price elasticity (-0.33) would not be as great at the medium income

level as it would be at the low income level in the LDC's.

Projections for Individual Markets

Projections for the individual major import markets analyzed in the study are
given in detail below,

United States

Under assumed constant 1964-66 prices (set I), consumption in the United States
is projected at over 1.3 million tons in 1980, or 57,000 tons more than in
1964-66; under set II, total consumption is expected to be only slightly
higher -- 1,383,000 tons. At these levels, the United States will continue to
be the world's most importait coffee consumer; however, its relative share of
world imports in 1980 (34 percent) is expected to be only half its 1952 share
(62 percent).

U.S. per capita consumption is expected to decrease at least 1 kilogram between
1964-66 and 1980 (table 45). This decline appears to be a continuation of the
downtrend in U.S. consumption which started in the early 1950's. Thus, while
U.S. population growth from 1965 through 1980 is expected to be 1.4 percent
annually, growth in total coffee consumption under sets I and II is expected

to be only 0.3 and 0.6 percent.

In summary, the United States is expected to continue its decline in relative
importance as a world coffee market. Projected 1980 consumption is based on
quite low income and price elasticities -- 0.24 and -0.10 (1d, table 40). The
Durbin Watson and coefficient of determination statistics were both lower than
desired, but these results were accepted in the absence of stronger results.

British Commonwealth and Ireland

During 1964-66 to 1980, projected corfee consumption in the Commonwealth coun-
tries and Ireland (BC/I) contrasts directly with the pessimistic view of the
U.S. market. And except in Ireland, tea -- the traditional drink of these
couiitries ~- is expected to lose much of its market to coffee (that is, a major
shift in taste is taking place). By 1980, the BC/I is expected to consume

over 9 percent of world imports, or 3 percent more than in 1964-66. Under set
II, consumption is expected to be nearly 12 percent (table 43).

Coffee consumption in 1980 is projected to more than double 1964-66 consump-
tion, or to total nearly 356,000 tons yearly -- an annual growth rate of 5
percent. Under set II, total consumption in the BC/I is projected to be over
517,000 tons yearly -- a 7.6-percent annual growth rate during 1964-66 through
1980. Except for central plan countries, these growth rates in total consump-
tion are the highest of any country grouping in this study.
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Table 45 --Projected 1980 per capita consumption compared with
the base period, study countries, 1964-66

Projected 1980 consumption

Regions and countries 1964'6§ : : : Change from
:consumption: Set : Set 1964-66
; oL I gt fgerr

Kilograms

Developed:
United States sevesveccvcost 6.73 5.54 5.70 -1.2 -1.0
British Commonwealth
and Ireland: :
United Kingdom esevooeses: 1.65 3.21 5.21 1.5 3.5
Canada seeesncconeocrennst 4,22 5.02 5.43 0.8 1.2
Treland ceeveeoecosenaness 0.21 0.21 0.22 0.0 0.01
Australia ceeeececscccsanst 1.32 1.55 3.13 0.3 1.7
New Zealand cveececoccecsse: 1.34 1.88 3.78 0.6 2.5
Weighted average ......: 1.89 3.29 4,78 1.4 2.9
Scandinavian: :
Sweden esesverccccccnnoent 12.0 14.00 15.68 2.0 3.7
Denmark «ceccascecsosesces: 10.56 14.00 15.40 3.4 4.8
NOTWAY eoeeoeroocnacnonsst 9.25 13.69 14.00 4.4 4.7
Finland sceevececcecoocas: 9.74 12.29 12.37 2.6 2.7
Weighted average ....... 10.65 13.56 14.57 2.9 3.9
European Community S/A: 1/ :
West Germany ...eeeeeeeses: 4,48 5.20 5.91 0.7 1.4
France eesevesoeevsescncest 4.70 4.92 4.99 0.2 0.3
Netherlands «eeeececececs: 6.53 12.10 14.00 5.6 7.5
Italy eeveens teescancnensl 2.56 3.88 4.23 1.3 1.6
Belgium-Luxembourg ......: 6.49 8.57 9.40 2.1 2.9
Switzerland ....ccnv0neeet 6.70 7.84 9.18 1.1 2,5
AUSEria .vieievernnnensees 2.48 6.79 7.76 4.3 5.3
Weighted average .....: 4.08 5.54 6.11 1.4 2.0
Other developed: :
Japan ........ tetseaneanat 0.31 0.62 0.71 0.31 0.40
£ 57 B o S . 1.50 2.89 3.33 1.39 1.83
GreeCe sveesnvevnencsearest 1.20 2,20 2,53 1.00 1.33
Weighted average .....: 0.64 1.23 1.42 0.59 0.78
Continued--
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Table 45 --Projected 1980 per capita consumption compared with
the base period, study countries, 1964-66 -~ Continued

Projected 1980 consumption

1964-66 : : : Change from

Regions and countries
:consumption: Set : Set : 1964-66
' oL It gee T foset 11
Kilograms
Central Plan:
Eastern Europe 2/ .e.ccue..: 0.70 1.59 1.74 0.88 1.04
USSR teevevnnseccssnonssanst 0.13 0.30 0.33 0.17 0.20
Less developed:
North Africa: :
Algeria ..... cercccsssans? 2,19 2.13 2,59 -0.06 0.40
EgYPt ceeveennn cerecenanst 0.126 0.155 0.19 0.03 0.06
MOrocCO .vevvenrnnnnnsanst 0.70 0.68 0.83 -0.02 0.13
Sudan ....cii0cenninanest 0.80 0.99 1.21 0.19 0.41
Tunisia .eeecevercnnss . 0.60 0.48 0.59 -0.12 -0.01
Latin America: :
Argenting cieeveceseconest 1.50 1.70 2.07 0.20 0.57
Chile ....ccocveens teeeeat 0.87 1.04 1.27 0.17 0.40
Uruguay .c.cecevecennnesst 0.76 0.39 0.48 -0.37 -0.28
West Asia: :
Israel ...ceivianenonnnnnat 2.83 3.83 4.29 1.00 1.46
Syria ..eevcieenns cienenat 0.50 0.53 0.65 0.03 0.15
Lebanon .....c0vevenennnss 1.50 1.68 2.05 0.18 0.55

1/ European Community, Switzerland, and Austria.
2/ Includes: Czechoslovakia, East Germany, Hungary, Poland, and Yugoslavia.
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Within the BC/I group, the United Kingdom is projected to be the fastest grow-
ing coffee market. On a world basis, only Austria's projected annual growth of
7.4 percent will exceed the United Kingdom's. But under set II, the United
Kingdom's projected annual growth {9.5 percent) will be the highest in the
world (table 42).

In 1964-66, total consumption was only 81,000 tons and per capita consumption
was 1.65 kilograms. By 1980, both total and per capita consumption are
expected to double under set I and to triple under set II (tables 42 and 45).
The United Kingdom's share of world imported consumption is expected to be 5
percent under set I and over 7 percent under set II.

Projected 1980 consumption for the United Kingdom is based on statistically
strong and quite high income and price elasticities -- 2.23 and -1.51. Durbin
Watson and R“ statistics are well within desired ranges (table 40).

Total Canadian coffee consumption in 1980 (76,000 tons) is expected to compose
nearly 3.3 percent of world imported consumption (table 43), or nearly twice
Canada's 1964-66 level. Per capita consumption is expected to increase by 0.8
kilogram.

Elasticities used for projecting Canadian coffee consumption in 1987 are quite
low, particularly price (3a, table 40). However, per capita ccnsumption during
1952-65 was much higher in Canada than in the United Kingdom. And since the
regression analysis procedure is much more sensitive to relative than absolute
changes, the sensitivity to price and income would be expected to be less in
Canada, other things being equal. Price and income coefficients are statisti-
cally strong, while the Durbin Watson and R? are somewhat less than desired
(table 40).

During 1964-66 to 1980, Australian coffee consumption is projected to double
under set I and to quadruple under set II. However, total consumption under
set I (48,000 tons) is not expected to exceed 1 percent of projected imported
world consumption in 1980.

Projection elasticities for Australia are admittedly very high, especially
direct price at -2.50 (4b, table 40). The cross elasticity of 0.33 suggests
that tea prices have some influence on coffee consumption; however, the
standard error was large relative to this coefficient.

New Zealand's total and per capita projected consumption levels for 1980 are
based on the assumption that New Zealand's future coffee consumption pattern
will parallel Australia's. Close cultural, economic, and social ties plus
somewhat similar coffee consumption patterns are the bases for this assumed
relationship.

In Ireland, tea continues to be the national drink, with virtually no indica-

tion of a movement toward coffee consumption. Present coffee consumption
levels are expected to remain fairly constant through 1980.
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The Scandinavian Countries

Under set I (assumed constant 1964-66 price levels), coffee consumption in
Scandinavia is projected at 317,000 tons in 1980, or 95,000 tons more than in
1964-66 -- a 2.5 percent rate of annual growth (table 42). While this increase
in consumption is almost 42 percent, Scandinavia's share of world imports is
expected to remain at 8§ percent (table 44),

Historically, per capita coffee consumption in Scandinavia has been very high.
In 1964-66, average consumption exceeded 10 kilograms for the total population,
And projected 1980 per capita consumption in all four countries -- taken as a
unit -- is expected to increase nearly 3 kilograms under set I and 4 kilograms
under set II (table 45).

Sweden's projected 1980 consumption of 122,000 tons nearly equals the total
consumption level for Denmark and Finland. Sweden's present and projected con-
sumption is about 3 percent of world imports while the other Scandinavian coun-
tries consume less than 2 percent each (table 43).

In general, consumption in the Scandinavian countries is influenced more by
income than price. Price elasticities ranged downward from ~0.50, while income
elasticities ranged upward from 0.82 (5a, 6b, and 7b, tabie 40). However,
consumption projectioas based on these elasti:ities for Sweden and Denmark were
judged to be excessive and were subsequently adjusted downward to the levels
shown in tables 42 and 45.

Projections of 1980 Finnish consumption are based on the assumption that growth
in per capita consumption will parallel that in the other Scandinavian
countries.

European Community, Switzerland, and Austria

Coffee consumption in the European Community plus Switzerland and Austria
(EC/S/A) is projected at nearly 1.2 million tons (table 42), which is 30 per-
cent (table 43) of projected 1980 world imports, or just slightly more than the
EC/S/A's 1964-66 share. Under set I, total consumption ig expected to be over
a third of a million tons more than the 1964-66 consumption level -- an annual
growth rate of 2.5 percent; under an assumed 30-percent price decline (set II1),
consumption is projected at nearly a half million tons more, or an annual
growth rate of over 3 percent.

The two largest coffee markets in the EC/S/A group are West Germany and France,
which are also the second and third largest in the world. By 1980, West
Germany and France are expected to consume over 15 percent of the world's
imports. However, these markets are projected to have the lowest annual growth
rate in the EC/S/A (1.2 percent), in contrast to the expected growth rates of
the Netherlands, Italy, and Austria of 5.6, 4.0, and 7.4.

Except for the Netherlands and Austria, per capita consumption in the EC/S/A
is expected to increase only moderately (table 45). Netherlands' per capita
consumption in 1980 is projected to nearly double and Austria's to more than
triple the 1964-66 level.
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Projected consumption levels for individual EC/S/A countries are based on
elasticities shown in the lower half of table 40. As evidenced by the varia-
tion in the size of the coefficients and the number of variables used, sub-
stantial differences exist in coffee demand characteristics among the EC/S/A
countries. Coffee price is an apparent major variable affecting consumption in
West Germany and quite important in Switzerland, whereas income is the apparent
crucial element in the Netherlands (1.32) and Austria (1.93). Gross price
(coffee substitute) coefficients are important in West Germany, where a 10-per-
cent price increase for tea or cocoa can be expected to increase coffee con-
sumption nearly 6 percent. Except for the rather high (3.03) Durbin Watson
statistic for the Netherlands, the RZ and Durbin Watson statistics for the
EC/S/A countries were highly acceptable.

Other Developed Countries

Aggregated 1980 coffee consumption for Japan, Spain, and Greece is projected
to be 193,000 tons (more than double the 1964-66 level), or nearly 5 percent of
world coffece imports.

Within this three-country group, Japan is expected to be the most dynamic
coffee import market of the future. Historically, Japan has been an almost
exclusively tca drinking country. However, in recent years, coffee has not
only been accepted but has attained the status of a prestige drink. These
factors, plus a projected annual growth of 7.2 percent in real per capita in-
come (table 41), strongly suggest that Japan will become a major coffee market.

Japan's projccted consumption is based on an assumed doubling of 1664-66 per
capita consumption, which means total consumption is expected to be at least
69,000 tons in 1980. This is nearly 2-1/3 times the 1964-66 consumption level,
or a 5.7 percent annual growth rate.

The projected 1980 total consumption level for Spain and Greece is expected to
be more than double the 1964-66 level and per capita consumption is expected to
nearly double. Projected total consumption for both countries is based on a
linear extrapolation of imports from the early 1950's through the middle 1960's.

Less Developed Countrics

Projected total and per capita consumption data are summarized in tables 42 and
43. For some countries, such as Uruguay and Tunisia, total imports were not
expected to be high enough to effect positive per capita consumption changes
from 1964-66 through 1980. Data limitations were as restrictive for the LDC's
as for the central plan countries. Again, linear extrapolations of pre-1965
import patterns are the bases for wmost projections.

The Central Plan Countries

Coffece consumption in the central plan countries is projected to increase from
126,000 tons in 1964-66 to over 314,000 tons in 1980 -- an annual increase of
6.3 percent -- which is the highest rate of projected consumption growth for
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any country group (table 42). Under either projection set, the central plan
countries' 1980 share of world imported consumption will be 8 percent, or 3.5
percent more than their 1964-66 share (table 43). These projected consumption
levels assume a continuation of present import policies for consumer goods.
Minor policy changes could significantly change the outlook for coffee imports
and suhsequent consumption.

These consumption projections were basically extrapolations of pre-1965 import
trends with consideration given to projected real income changes,
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V.--IMPLICATIONS FOR THE LESS DEVELOPED COFFEE EXPORTING COUNTRIES

The question to which this part of the study is addressed is: Can the less
developed coffee exporting countries look to coffee exports as a major source
of foreign exchange earnings in 19807 The answer appears to be affirmative.
Only moderate growth in coffee exports is expected during the 1970's, with
foreign exchange earnings increasing at about 2.2 percent per year from 1965
to 1980. Even so, export earnings in 1980 (valued at 1964-66 world export
prices) would be more than $3.1 billion, compared with less than $2.3 billion
in 1964-66 (table 46). 29/ This growth in export earnings will depend heavily
upon stable world coffee prices supported administratively by continued agree-
ments or maintenance of near-equilibrium demand-supply conditions.

Table 46 --Projected 1980 expo.t values and volumes under
assumed constant 1964-66 world prices

F 1964-66 : 1980
Region : Metric Dollars Metric Dollars
: tons : : tons
Thousands

World total ..eeeeeeses:  2,836.5 2,268,997  3,912.7 3,129,685
Latin America .......: 1,805.1 1,579,030 2,489.9 2,178,083
AFTLCE vuvrvnnrnrnnnnt 880.0 604,091 1,213.8 833,271
Asia and Oceania ....; 136.9 72,879 188.8 100,528
Other ..............i 14.6 12,907 20.1 17,804

Source: Appendix table A-9.

29/ A summary of the results of this study were originally published in World
Demand Prospects for Agricultural Exports of Less Developed Countries in 1980,
U.S. Dept. Agr. Foreign Agr. Econ. Rpt. No. 60, June 1970. In mid-1971, the
Food and Agricultural Organization of the United Nations published projections
for 1980 vwhich were very similar to the results of the study (6, pp. 217-223),
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Expected World Imported Coffee Consumption in 1980

Under the assumption of constant 1964-66 world prices for coffee and its major
substitutes (projection set I), world coffee imports in green bean equivalent
are projected to be slightly more than 3.9 million tons in 1980, or 38 percent
more than in 1964-66 (table 42). The volume of exports to developed countries
(which account for about 90 percent of world coffee imports) is expected to
grow 1.9 percent per year. Higher rates are expected for exports to the
central plan countries (6.3 percent) and the LDC's (3.1 percent), but these
are relatively small markets.

In the developed countries, the highest consumption growth rates are expected
in Western Europe and Oceania, where per capita consumption is well below &
kilograms in green bean equivalent. Prospects for increased consumption during
the 1972's are particularly strong in the Commonwealth countries and Japan,
where per capita coffee consumption is increasing while tea consumption is
decreasing. On the other hand, exports to the United States -- the world's
largest coffee market -- are expected to increase very slowly, mainly because
of improved coffee processing that has increased cup yields per pound of beans,
combined with an inelastic demand structure for coffee. 1In the central plan
countries, the low level of per capita consumption and rising levels of income
suggests a significant market for coffee. However, this market potential for
coffee may materialize very slowly because Russian and Mainland Chinese resi-
dents continue to consume tea predominantly,

Determinants of World Coffee Supply

It is difficult to project coffee production with any reasonable degree of
accuracy. The world coffee economy of the past has been aptly characterized as
a "boom-or-bust" economy. Because coffee trees do not start bearing until 3 to
5 years after planting, production response to increased demand is inevitably
delayed. On the other hand, farmers have historically tended to overrespond

to high prices by planting more trees than needed. These factors have been
largely responsible for the sharp fluctuations in coffee supply.

Following World War II, demand for coffee strengthened and prices rose as
demand outstripped supply. As a result, substantial new plantings were made
during the late 1940's and early 1950's. A short crop and peak prices in 1954
caused farmers throughout the coffee-growing world to initiate a wave of new
plantings in the middle 1950°'s. By 1959/60, total world exportable production
reached 3.7 million tons, whereas world consumption outside the producing
countries was only 2.2 million tons. 1In the face of such surpluses, prices
fell sharply and the prospects of any improvement in prices were dim. Coffee
growers were in difficulty and the economies of many producing countries were
under pressure.

By the middle 1960's, the trees planted in the carly 1950's had passed peak
production. Several major frosts and leaf rust problems in Brazil plus
droughts in several major growing areas augmented the downward trend in world
production. As a result, world coffee demand and supply in the carly 1970's
is reasonably close to equilibrium.
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Effects of Alternative Supply Levels on Export Earnings

Set 11 projections estimate what the effects on export (foreign exchange) earn-
ings might be if producing countries were to expand exports beyond the assumed
equilibrium quantities under set I. For example, if exports were expanded
about 12 percent, world prices would fall about 30 percent and export earnings
would therefore decrease nearly $700 million, or 22 percent (table 47). This
estimate assumes that current estimated income and price elasticities would
prevail in 1980. Under these conditions, export earnings would not increase

as rapidly as projected under set I and many producers not possessing cost
advantages could conceivably be forced out of production.

Table 47 --Projected 1980 coffee export quantities and earnings,
projection sets 1 and II

:_Projection set I : Projection set II : Change from set I
Region : Metric : pgy1aps © Metric : Dollars @ Metric: pojjars
: tons : : tons : :  tons
Thousands
World ....ccicevve.. : 3,912.7 3,129,686 4,368.4 2,446,347 455.8 -683,339

Latin America ...: 2,489.9 2,178,083 2,780.0 1,702,649 290.0 -475,434

Africa ...... eees: 1,213.8 833,271 1,355.2 651,161 141.4  -182,110
Asia and Oceania : 188.8 100,528 210.8 78,618 22.0 -21,910
Other ..........: 20.1 17,804 22.5 13,919 2.3 -3,885

Source: App. table A-10.

The above projections for 1980 do not envision any major changes from the
historical trend in the proportion of processed to unprocessed.(gr?en bean)
coffee in world exports or major changes in the regional d%strlbutlon of.coffee
exports between Africa and Latin America resulting from either changes in
tastes or exportable supplies. Any major changes in thes? fa?tors~may, of
course, alter the total export earnings or regional distribution of these
export earnings from those shown in sets I or II.

Since the completion of the analysis, the interaction of a steady increase in
world demand with a general decline in the world's coffee supply has re§u1ted
in price levels nearly 30 percent above the more stable lev?ls of the middle 5
1960's. Consequently, it is possible that world export ea¥n1ngs could rea?h $
billion before 1974. While the current unusually high prices may Femain in
effect for some time, increased production in response to these prices could
bring them to a more normal level by the 1980's. To the e*tent that supply.
doesn't respond to current high prices, the projected foreign exchange earvlégs
for 1980 would need to be adjusted to reflect these supply and demand conditions.
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APPENDIX A

Table A-1 --Indexes of value of world coffee exports by producing countries,

(1960 = 100)

1959-70

.

1965 : 1966 : 1967

1968 1969 1970

Country : 1959 : 1960 : 1961 : 1962 : 1963 : 1964 :

North and Central America .....: 90 100 90 99 93 116 118 121 104 114 114 115
Costa Rica ciioesencrvenoesest 91 100 99 110 105 109 106 120 125 125 18 166
CUDA voovevvesnosarssencssnest 59 100 72 178 11 3 1 1 95 239 94 n.a.
Dominican Republic ....,.....: 78 100 64 €8 82 135 94 93 75 79 94 115
El Salvador ...eevvvesseeonent 93 100 92 99 97 121 125 116 129 120 116 150
Guatemala ....oeesvrasseessset 100 100 90 90 103 95 124 134 83 99 109 131
Haltl cooevievenrncnoeneenanst 97 100 81 121 96 106 117 125 83 88 100 85
Honduras ..coooensrocorosseest 99 100 76 97 120 143 187 168 150 176 152 218
Mexico .... R - 100 102 103 71 140 106 119 88 111 110 n.a,
Nicaragua . PP I ¥ 100 90 80 91 110 137 113 110 118 107 167
OLRET +eveevessncncvocnnssasat 97 100 80 98 106 130 149 141 137 155 145 133

South America ...osvsusoesivasst 105 100 97 94 101 111 103 106 101 117 111 126
Brazil ..ceveeevevenencsreeesat 104 100 100 90 105 107 99 107 99 109 114 132
Colombia soeevreevnnncasensset 109 100 93 100 91 ily 104 33 97 134 104 n.a.
EcUBdOY .vvesrreacennsracnns .: 80 100 65 94 83 96 174 148 177 157 121 226
PETU .evvevescavassascnssanset B84 100 123 131 138 200 157 154 161 193 163 241
Venezuela ...eovsevsesenonsest 112 100 103 87 106 68 62 63 64 37 65 79
Other ...eveeceonernasssanseal 97 100 110 224 241 305 268 382 329 228 307 235

AfFrica ....eesvecnnrinnssanseast 103 100 96 107 120 172 152 182 170 191 182 220
Angola ....ievencranrnanassedt 110 100 111 146 151 226 213 242 281 279 256 307
CAMETOON . ovveosrorrrnossssss’t 109 100 111 113 140 202 170 240 235 274 246 280
Central African Republic ....: 109 100 114 122 92 232 118 210 168 142 157 194
281T€ cvvenvvnroarceinsnnassast 126 100 47 4¢ 58 79 48 76 92 114 94 n.a.
Equatorial Guinea «v.veceseest 59 100 79 79 62 62 70 72 71 76 70 n.a.
Ethiopla .ovverevronnnanssnset 93 100 87 100 103 147 174 144 129 142 161 n.a.
CUINEA «vevveceosssensnnsesset 106 100 94 34 68 29 70 97 15 96 64 n,a,
Ivory Coast .oi.ovvevocne-eeel 86 100 109 104 131 170 139 123 136 192 154 199
Kenya seoeeeeesvccesansanaeast 103 100 103 103 107 151 138 183 153 125 164 217
Malagasy Republic ...........: 103 100 95 128 101 104 123 131 140 151 136 167
Nigeria soeeeevecvecesenssanst 65 100 7 9 24 83 14 152 37 50 100 72
Sierrs Leone ..ecoceeseeveeess? 152 100 92 48 101 209 104 302 101 206 220 n.s.
Tanzania coeieeeovcocssececsst 78 100 92 88 93 151 117 207 163 n.a., n.a. 213
TOBO cvssnssosnvsesnsnensnaest 281 100 195 224 130 397 214 307 132 252 262 372
Uganda +.ovverrcvevrconnsescsei 124 100 93 134 180 235 202 231 229 237 159 336
Other .eoveersveseessseereasst 110 100 112 146 217 1,086 708 944 946 2,198 1,933 2,172

Asia and Oceania ..iicoveseseest 16 100 133 128 171 179 181 209 269 251 254 330
Yemen (Aden) ..o.veieevrenene?113 100 107 87 88 124 106 76 44 52 27 31
Hong KONg .eveeecovevesnareset 33 100 488 691 833 2,197 2,706 3,236 1,652 1,882 3,279 4,425

India covveescssvenvencsonesst 94 100 142 118 121 207 168 160 184 158 187 211
Indonesia .eeessoeesovssassssi 138 100 101 91 145 194 232 239 320 314 364 472
SINGAPOTe ssessecrrossassennet 122 100 141 157 244 74 72 155 323 258 281 n.a.
New Caledonia ...coveeesssessilll 100 129 80 79 147 81 113 78 76 41 n.a.
New Guinea ..ooveeevsasssseest 64 100 154 217 284 376 513 614 711 1,008 n.a. 1,430
Other .ovessoroeosvanscscnsest 124 100 165 163 191 184 159 191 185 189 146 163
100 97 98 105 126 117 126 119 135 129 195

World total ..vveevevenncnsneset102

n.a. = not available.

Source: (9).
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Table A-2 --Indexes of volume of world coffee exports from producing countries, 1959-70

(1960 = 100)

.

Country : 1959 : 1960 : 1961 : 1962 : 1963 : 1964 : 1965 : 1966 : 1967 : 1968 : 1969 : 1970

North and Central America ......: 92 100 98 112 106 111 109 115 111 124 119 117
Costa RICA ..vvvsvsrnsronsoeast 93 100 111 123 117 109 103 118 142 147 148 148
Cubl .oseeevroreserensssncnsest 57 100 75 164 12 2 1 1 85 215 87 n.a.
Dominican Republic .v.scessaest 75 100 67 100 9% 115 84 87 76 80 95 89
El SalvadoT .eevcevecscorsosest 93 100 97 117 113 122 115 108 136 131 127 124
Guatemala ...esveeesesaccascast 104 100 99 103 123 95 116 137 103 118 113 116
Haftl ciovvvevsvnnnarnancrseoat 92 100 84 127 99 95 96 103 71 80 79 66
HONAUTAB ..oisvevsvrnesnscranst 99 100 81 103 132 123 160 148 130 170 153 202
Mexico ..... 90 100 111 113 81 124 96 114 93 119 116 n.a.
Nicaragua .. 75 100 96 94 111 107 130 107 119 131 122 137
Other ...vevvevvoncrnsnsrsnoest 99 100 85 101 112 120 159 137 130 149 128 76
South America ...seevveseerseaest 105 100 100 102 113 95 87 100 103 112 112 101
Brazil ...coveveseressonnncses: 105 100 101 97 116 89 80 100 100 110 111 95
Colombila .evevseccreasssrsesnet 108 100 95 111 103 108 95 94 103 111 109 n.a,
Ecuador .vevevees ocseavnsansal 15 100 73 105 94 79 153 140 185 158 122 163
PETU covesrcorasnoncorcesaneast 15 100 29 142 152 160 131 134 157 199 162 173
Venezuela ...oveveeeveeseensses 114 100 100 78 96 81 73 75 76 41 77 67
Other .eieeeevessansoscsssansnt 87 100 120 257 287 278 256 318 276 205 181 192
AfTica .vvseererearennsesnnronsst 102 100 103 99 122 133 133 147 142 158 154 159
ANgola .eeviincrcnriesrsnseesst 102 100 136 180 158 159 183 179 225 217 210 207
CAmETOON «.vvvsvencancnnrsncnst 97 100 116 125 144 164 158 223 207 241 224 205
Central African Republic .....: 99 100 123 133 98 212 129 191 155 139 153 106
Z81ITe ..vvaveesnirnersnnennsest 97 100 58 57 81 64 39 62 75 90 84 100
Equatorial Guinea ....cooenvast 63 100 95 80 71 69 75 77 77 86 77 144
Ethiopla .veeeevenrsscevsesasst 88 100 109 122 130 137 172 145 145 158 173 n.a.
GUINGBA +4uveereosncasosnnnsanet 90 100 120 48 66 24 67 78 14 87 58 n.a.
Ivory Coast .veovvsvvassesenast 71 100 105 98 123 138 126 123 101 145 121 132
KONYA .ocevverrorcnssconssnnsal 93 100 116 110 132 151 137 193 180 134 181 190
Malagasy Republic ....cvvves.e: 94 100 99 139 110 87 125 114 124 134 123 129
Nigeria .coveevnvsccsnnensnesst 71 100 13 17 34 88 13 156 36 50 102 60
Sierra Leone ....ovevevvvocnsst 97 100 99 47 76 116 75 185 56 124 118 n.a.
Tanzania ..e.eeeeeevsconnsansst 18 100 98 102 104 131 112 201 178 194 195 177
TOBO cosvorsnsossocssecarsaresil, 633 100 233 263 142 368 243 3c1 128 239 258 305
UBANdA .ovvevvecvssnroosessenet 76 100 88 28 124 118 131 141 134 129 152 161
Other ....ccvevseervvcccsncacst 95 100 125 183 243 808 540 811 767 765 700 806
Asfa and Oceanid ...cocveesvennast 93 100 181 161 206 145 187 202 286 216 245 256
Yemen (Aden) ...svvvvevnnssese: 109 100 112 96 9% 120 111 90 39 n.a. 27 28
Hong KONE +eovvvsvsscesonsannst 18 100 554 873 1,043 2,010 2,594 3,061 1,91C 2,340 3,916 4,808
India .cveverenconrrenosanesnst 89 100 194 129 144 192 150 147 219 172 209 174
Indonesia .vcovieerecoscaseness 92 100 163 142 196 147 255 232 323 199 253 237
SINGAPOTe ..covsverssocsssonsst 91 100 211 196 260 48 53 120 280 217 250 n.a.
New Caledonia ....vovvvveseesst 107 100 141 96 9% 156 86 113 78 81 49 n.a.
New GUINE& ..ivvevsersnanes 65 100 154 232 330 462 591 730 871 1,244 n.a. 1,743
Other ...cveerssvsscrocssssesst 107 100 165 171 181 165 151 177 175 172 141 129
WOrld total ..eevesensscncossnset 102 100 103 105 118 109 105 118 121 129 128 124

n.a. = not available.

Source: (9).
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Table A-3 ~-Market share

and quantity of EC

coffee imports, by country of

origin,

1962-70

.
H
.
H

Country s 1962 ¢ 1963 : 1964 : 1965 1966 : 1967 : 1968 : 1969 : 1970
fmescemecsceccncacascscssssommaacscnes Percent =--s--cceescsccccccscsceccsansmsonnaaoous
Latin America ......e.000.08 56,9 56.4 55.4 55.2 55.1 57.5 58.6 60.6 58.1
Brazil .uv.veecevscrocasat 25,4 26,0 23.2 21.8 24,4 25.6 26.4 28.7 28.4
Colombia ..ovenvenorvonnst 9.6 9.9 11.3 11,4 9.0 10.5 11.2 12.5 11.8
Costa Rica ....cenvverenst 3.7 3.3 3.2 2,6 2.9 2.7 2.9 2.5 2.3
Ecuador ...e.eev. seeanesed 1.1 1.2 1.1 1.5 1.6 1.5 1.4 1.2 0.7
El Salvador .......e.coest 6.5 5.8 6.4 7.3 6.2 6.6 6.5 6.8 6.1
Guatemala .......s000e0000 3.2 3.3 3.4 3.5 3.6 3.0 3.8 3.0 2.8
Haltl o.vvenevevnnoenonnal 2.4 1.9 1.6 1.9 1.5 1.3 1.2 1.1 1.0
MexfCO vovinesoneroascanst 1.4 1.2 1.2 1.2 1.5 1.2 0.8 0.9 1.1
NiCABIAGUA .vev.vrevnnnossd 1.1 1.2 1.3 1.6 1.6 1.6 1.3 1.6 1.7
(01311 SRS 2.6 2.5 2.8 2.3 2.8 3.4 3.1 2.8 2.1
AFTL1CA vvvvnerverraenensesnsd 36,9 38,0 37.8 38.4 36.8 34,0 34.9 33.1 35.1
Angola ..eievieviiiinianat 5.1 5.7 5.3 7.4 5.1 5.4 4,2 4.8 4,1
CAMETOON +vvaerenssosneset  Gul 3.8 5.1 4.5 4.3 4,3 4.4 4,2 3.6
23 8 - IS | 3.3 3.0 3.4 3.9 3.3 4,5 2.9 4.1 4.8
Eq. Customs Union 1/ ....: 1.0 0.8 1.6 1.0 1.6 1.4 1.0 1.1 1.6
Ivory CoaBt .c..oovvsrnert 12.8 14,9 11,4 10.5 11,0 8.8 11.5 10.3 11.9
Kenya ..cveovecsavosaseasat MNedo 3.0 3,2 2.8 2.9 2,7 1.6 2,0 2,2
Malagasy Republic .......: 4.6 4,3 3.8 3.0 2.9 2.5 2.8 2.7 2.8
TOZO +evnsnorrecnnsassansl 1.2 0.7 1.6 1.3 1.5 0.7 10.0 1.2 1.2
OtHET «vvevnvaerroocnnescet 4.8 1.9 2,2 3.9 4.0 3.9 5.5 2.9 2.9
Asia and Oceenia «........08 3.8 3.6 4.6 4.4 5.9 6.1 3.4 2.8 3.4
Indonesia ..eeeverenaanest 1.2 1.3 2.3 2.9 3.9 3.7 1.5 1.1 1.7
OLher ..covvecerceorsesest 2.6 2.2 2.4 1.5 2.0 2.5 1.9 1.7 1.7
Other 2/ ceiievarnvnnianest 2.3 2.0 2.0 2.1 2.1 2.4 3.0 3.4 3.4
f memesmeseeesecccccsescccsiesmceanccancs Metric tong ----===e<-=ccmcceac.ecescacacccns XL
TOtAL veveevevensesnsnesesst 679,477 710,310 759,773 766,762 778,048 805,675 876,111 905,268 902,037
Latin AMerica «.oovsessoss s 386,987 400,348 421,318 423,086 428,850 463,125 513,775 548,487 524,196
BrAzil eveveevveeeeerase.s 172,660 184,865 176,006 167,368 189,882 206,524 230,914 260,118 256,481
Colombia «.vovesssooss + 65,092 70,108 85,547 87,594 69,713 84,217 98,395 113,428 106,639
CoBta RLCA «oovvevvvnny 25,409 23,319 24,246 20,310 22,711 21,818 25,489 22,309 20,443
EcUABdOT e.venersvonnecisst 7,188 8,725 8,280 11,791 12,655 12,236 12,096 11,263 6,722
El Salvador «.e.veeevas Lot 44,225 41,070 48,984 55,618 48,471 53,498 57,119 61,762 55,151
Guatemala ...ooveeeeeses.t 21,494 23,739 25,977 26,764 27,746 24,382 33,342 27,150 25,652
Haitl vvrvevennannanranses 16,543 13,433 12,514 14,714 11,887 10,726 10,612 9,750 9,027
MeX1CO viverovesonasncneat 9,429 8,448 8,995 8,917 11,554 9,717 6,879 7,836 9,867
NLCATARUA +voverenrevvaest 75405 8,693 9,847 12,620 12,065 12,531 11,573 14,105 15,549
OLRET +evvoveonsonsonnesed 17,562 17,948 20,958 17,390 22,156 27,476 27,356 25,768 18,665
AFTLCA vevevnonnsennennassst 251,026 270,126 287,403 293,95 286,060 274,302 305,851 300,062 316,915
Angola ...ieiierevioenennt 34,947 40,441 40,171 56,336 39,913 43,376 36,851 43,729 37,087
CAMETOON o oeii iy 27,971 26,790 38,980 34,568 33,616 34,470 38,504 37,783 32,839
ZALT€ +rrvovnnrnrunineaas 22,256 20,996 25,950 29,919 25,841 35,903 25,228 36,882 - 43,306
Eq. Customs Union 1/ ,...: 6,993 5,761 11,871 8,041 12,454 10,911 9,03 9,670 14,768
IVOTY COBBE «v.neonvern..i 86,932 106,043 86,990 80,616 85,490 71,225 100,395 93,436 107,513
KENYA «vvvvrvernnrananeead  Mells 21,345 24,706 21,486 2,870 21,707 13,987 17,815 19,702
Malagasy Republic .......: 31,460 30,296 29,420 22,978 22,930 20,349 24,950 24,216 25,586
TORO vvvvvnsreneoneeresans 8,017 5,081 12,483 9,721 12,053 5,303 8,606 11,007 10,589
OLher tvvevieeraasensessny 32,450 13,375 16,832 30,260 30,893 31,058 48,507 25,524 25,763
Asia and Oceania ..........3 26,142 25,472 35,323 33,647 46,055 48,964 29,915 25,661 30,670
INAONESLA +vvevvnevonrennt 8,091 9,558 17,383 22,262 30,212 28,613 13,493 10,407 15,229
Other v.vevevecnenrensssst 17,6851 15,914 17,940 11,385 15,843 20,351 16,422 15,254 15,441
Other. 2/ .iivvveinnnnnncnst 15,322 14,364 15,729 16,104 17,083 19,284 26,427 31,023 30,256

n.a., = not available.

1/ Gabun, Congo (Brazzaville), Chad, and Central African Republic.
2/ 1Includes exports from nonproducing countries and unallocated imports.

Source:

OECD and United Nations Trade Statistics.
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Table A-4 --Market share and quantity of Scandinavian coffee imports, by country of origin, 1962-70

Country : 1962 : 1963 : 1966 : 1965 : 1966 : 1967 : 1968 : 1969 : 1970
----------------------------------------- Percent ~«-sccecccccnccecenmcnc i caeiiancccanan.
Latin America ...........: 88.1 88.0 87.5 86.2 87.0 86.7 87.2 87.6 B4.4
Brazil .....ovvvecveeest 69,1 69.6 65.2 63.0 63.9 61,7 61.3 61.7 53.3
Colombia ..eovvenesnoast 11.4 10.6 14,0 15.0 14.4 15.1 16.3 16.2 18.1
Costa Rica ..ieveuvnnsst 1.2 1.5 1.9 1.9 3.2 3.8 3.8 4,0 4.5
El Salvadory ..ceceevoest 1.3 1.1 1.5 1.2 0.9 0.9 0.7 0.9 1.6
Guatemala ..oeseeesaesai 2,1 1.7 1.8 2,1 2.4 2.6 2.9 2.8 4.2
|13 § - S 1.0 0.8 0.7 0.6 0.5 0.4 0.3 0.4 0.4
MexiCOo ivvsevrerrccnaest 0.1 0.2 0.3 0.1 0.3 0.4 0.3 0.3 0.4
PeTU sivvevencnvennnnndt 0.7 1.5 1.2 0.9 0.5 0.2 0.2 V.3 0.2
Other ...vvvevessecnnset 1.2 1.0 1.0 1.3 0.9 1.6 1.3 1.0 1.2
AFrica vevvvrrnenneennns: 6.1 5.6 6.7 8.1 7.8 7.5 7.2 7.2 10.7
Angola ..i.eiiecinnnenest 1.2 1.4 0.9 1.2 0.8 0.7 0.5 0.4 0.8
Ethiopia ccoevvrencnnast 1.3 1.2 1.0 1.2 0.9 1.0 1.1 1.0 1.6
Kenya .ceeveeeoonscveest 1.7 1.6 2.1 3.2 3.4 3.8 3.1 3.6 4.6
Tanzania .eeeveeeeees..t  MN.A, 0.1 0.6 0.8 0.9 0.6 1.0 0.6 2.4
Uganda ....ovvvvveeenest 0.4 0.6 0.5 0.9 1.0 1.0 1.2 1.3 1.0
Other ...eeveveennnecees 1.4 0.9 1.6 0.9 0.7 0.5 0.3 0.3 0.3
Asia and Oceania ...veve. 4.9 4.9 4.8 4.8 4.3 4.6 4.6 4,0 3.7
India siavsevetcnseress? N.A. n.a. n.a. n.a. q.a. n.a. n.a. n.a. 0.4
Indonesia ..vveeeviesset MN,a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 3.1
Other ..vvevecesconnasat 0.4 0.4 0.4 0.5 0.3 0.8 0.7 0.5 0.3
Other 1/ .iuvveveneennsst 1.1 1.2 1.1 1.0 1.0 1.1 0.9 1.1 1.2
R b D L L e Metric tong me=se--cececciccmna e cccecimcacannaas

Total ..eoeceveveannsesna: 201,459 216,913 221,809 211,683 231,989 241,715 247,606 262,878 284,212

Latin America ...........: 177,514 190,884 194,092 182,390 201,865 209,683 216,096 230,366 239,841
Brazil .......00000000.0 139,141 150,946 144,550 133,289 148,239 149,110 151,797 162,326 152,801
Colombia .vevvavranansst 22,952 23,057 31,150 31,824 23,379 36,512 40,484 42,704 51,474

Costa Rica ...ev0v0savee: 2,500 3,326 4,173 4,090 7,350 9,265 9,386 10,394 12,839
El Salvador .e.ove.. : 2,640 2,483 3,305 2,549 2,055 2,224 1,697 2,262 4,518
Guatemala .......oc0000f 4,157 3,710 3,922 4,514 5,641 6,245 7,323 7,387 11,997
Haitd ......c0000000000t 2,086 1,747 1,548 1,541 1,231 1,027 827 950 1,122
Mexico suvivieervrenenss 250 353 590 245 677 882 869 724 1,022
Peru .oicvevnesnnsnnnest 1,397 3,002 2,E11 1,924 1,184 565 561 862 580
Other ..ocvcveneneneenss: 2,498 2,208 2,243 2,756 2,109 3,853 3,270 2,757 3,488
Africa .ovveeerernananrest 12,255 12,078 14,814 17,103 18,068 18,509 17,919 18,930 30,341
Angola ..ieveiesieennnat 2,343 2,994 2,083 2,512 1,934 1,711 1,223 1,150 2,212
Ethiopia ..ovvvennnrees: 2,722 2,638 2,150 2,445 2,193 2,380 2,825 2,623 4,641
Kenya ..covevevenseessss 3,527 3,565 4,770 6,673 7,893 9,242 7,728 9,440 13,139
Tanzania ....ce0000000.: MN.a. 322 - 1,225 1,692 2,106 1,539 2,450 1,503 6,713
Uganda veeveeecsecaoosnst 864 1,401 1,144 1,887 2,284 2,345 2,863 3,337 2,900
Other ....cvevvvnnnnassr 2,799 2,003 2,243 1,854 1,658 1,292 860 827 736
Asia and Oceania ........: 9,775 10,668 0,616 10,136 10,016 11,061 11,331 10,524 10,622
India cveevesveenceese? oA, n.a. n.a. n.a. n.a. n.a. n.a. n.a. 1,117
Indonesia ..evvevvsee..t  n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 8,878
Other ... .veveerrnennsst 760 904 964 1,046 689 1,818 1,401 1,407 77
Other 1/.iuciveeeesnnnen: 2,354 2,505 2,358 2,067 2,167 2,479 2,303 3,024 3,408

n.a. = not available.
1/ Iucludes exports from nonproducing countries and unallocated imports.

Source: United Nations Trade Statistics.
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Table A-5 --Market share and quantity of United Kingdom coffee imports, by country of origin, 1962-70

Country : 1962 ;1963 1964 : 1965 : 1966 ¢ 1967 ¢ 1968 : 1969 : 1970
R e L e bbb ittt Percent --e-==-r---ssrs--cesscmoos-emccssoscssenns
Latin America ..e.eeessesd  25.6 24,2 19.9 11,2 12.5 12.4 14.3 23.8 32.0
Brazil ....cvvvvsvenv.et 17.8 16.1 9.4 5.1 6.3 7.1 9.2 18.7 25.2
Colombia suvevenencosast 3.9 4,7 7.5 4.0 3.8 2.7 2,2 2.7 3.6
Costa Ric8 ...cccovnvsel 1.1 1.2 0.8 1.1 0.9 10.0 0.7 0.5 0.5
Guatemala .....ce0000008 0.6 0.6 0.2 n.a, 0.2 0.2 0.2 0.8 0.8
Jamaica ..evieeienavonet 0.7 0.4 0.6 0.4 0.3 0.1 0.1 0.1 0.02
POrU 4 vnvsvseesoncsanst 0.6 0.3 0.1 0.3 n.a. 0.2 0.2 0.2 0.3
Trinidad & Tobago .....: n.a. 0.8 1.2 n.a. 0.2 0.6 1.1 n.a. n.a.
Other.eceescacssnsasenst 0.9 0.1 0.1 0.4 0.9 0.6 0.6 0.9 1.7
AfricA ovvvvearvaranenaaat 68.8 68.9 67.6 76.3 69.4 70.7 66.7 66.8 57.8
Angola ...u.iveeiacanant 2.9 1.6 10.1 0.9 1.4 0.5 1.9 1.1 3.2
[of:1, T3 7] R 1.7 1.0 3.1 1.2 0.2 n.a. 0.5 n.a. n.a.
Zaire .ovesrvevvneiiieasd 2.4 1.2 1.4 0.7 0.2 n.a. 2.3 3.6 2.3
Eithiopia ..ovvevrinaast 0.5 0.5 0.3 0.5 0.4 0.4 0.3 0.3 0.3
ChaNa .ocverernvivosnast 4.9 1.9 4,7 1.3 1.7 1.3 2.8 1.6 2,5
Ivory Co8St ...vevessest 2.2 n.a. 6.7 n.a. 0.5 n.a. 4,0 9.5 3.4
Liberia ..ccveeeevseaset nN.8. n.a. n.a. 5.9 1.0 0.3 n.a. n.a. n.a.
Nigeria ....veovvvvneneet 0.8 0.6 3.4 0.3 3.6 0.8 1.1 0.8 0.9
Sierra Leone .......eo00% MN.8¢ 1.3 2,2 1.0 2.1 2.9 3.3 1.4 2.0
Tanzanfa ....cevevevcast 2.1 3.2 0.8 1.8 3.3 2.6 2.3 2.6 2.5
Uganda .uveeeverseeaaasd 34,7 26.7 13.2 49,2 38.8 49.0 36.3 36.1 32.5
Other v..cesavecsesansst 17,7 31.0 21.7 13,4 16,1 12.9 11.9 9.9 8.4
Asia and Oceania ........: 1.3 2.0 7.4 3.1 4,5 4.4 4.6 4.0 4,5
India covvenorennsroanet 0.9 0.6 2.3 0.5 0.5 1,2 0.9 0.2 0.2
Other ....eveveees ceeaat 0.4 1.4 5.1 2.6 4.0 3.2 3.7 3.8 4.4
Other 1/ ....... enesre 8 4.3 4.8 5.1 9.3 13.5 12,6 14.3 5.4 5.6
------------------------------------- Metric tOnNS§ =---====cmm=eecccucccesmcaccsasccoonoses

Total vuvenvevssecansaaoot 10,846 78,530 80,394 59,679 83,403 81,470 94,428 105,009 99,796

Latin America ...........: 18,1438 19,008 16,022 6,689 10,423 10,104 13,541 24,994 31,906

Brazil ..oeeecesscsensst 12,576 12,641 7,546 3,020 5,237 5,762 8,709 19,603 25,129
Colombia ..evevseseacest 2,789 3,681 6,040 2,382 3,129 2,239 2,064 2,802 3,566
Costa Rica .ecvvvcvanss 811 950 621 634 719 806 669 556 455
Guatemala .....cco0ases 395 502 142 n.a. 199 129 155 824 760
Jamafica .v.eiiiieiennns 528 289 518 260 240 123 87 81 24
POrU +.vevvevosoncronns 446 223 102 158 n.a. 135 222 222 301
Trinidad « Tobago ..... n.a. 653 941 n.a. 145 461 1,074 n.a. n.a.
Other sovevvseesresnves 603 69 111 235 754 449 561 906 1,671

o4 =i cs se e se se ss se e es se e ee

AFTICA ovnvevaraiennesest 08,739 54,140 54,320 45,558 57,924 57,564 63,028 70,110 57,626

Angola .....eeneieneanss 2,021 1,274 8,121 563 1,168 393 1,771 1,121 3,182
CAMETOON .uueovessossssl 1,172 813 2,470 751 192 n.a, 504 n.a. n.a.
ZAIT@ . u.vesecsnsvaonsss 1,682 907 1,096 403 161 n.a. 2,219 3,746 2,268
Ethiopia ...vvevvuneanst 339 366 260 315 315 308 328 272 197
GHANA vivveveeerranecast 2,852 1,475 3,786 803 1,440 1,067 2,682 1,718 2,467
Ivory Coast ...........: 1,530 n.a. 5,425 n.a. 454 n.a. 3,749 9,946 3,388
Liberia ...c.ovevesnaast n.a, n.a, n.a. 3,508 848 270 n.a, n.a. n.a.
Nigeria ....ceovvovnnast 540 458 2,743 173 2,984 672 1,005 807 921
Sierra Leone .........st N.a. 1,013 1,781 606 1,762 2,376 3,097 1,494 1,996
Tanzania ....ooceveveoet 1,502 2,531 616 1,074 2,773 2,118 2,165 2,715 2,534
Uganda ce..eviveaenns Voot 24,567 20,938 10,586 29,375 32,399 39,888 34,235 37,868 32,426
OLhEE wuvvnvenvneneees.t 12,534 2,365 17,442 7,987 13,428 10,472 11,273 10,418 8,345
Asia and Oceania ........t 916 1,576 5,980 1,872 3,757 3,561 4,368 4,229 4,637
India vieuievroenevannes : 642 464 1,875 324 383 943 820 207 187
OLHET «evveerernenneenat 274 1,112 4,105 1,548 1,374 2,618 3,548 4,022 4,450
other 1/ ....... ceeiieiar 3,043 3,806 4,072 5,560 11,299 10,241 13,491 5,676 5,627

n.a, = not available.
1/ Includes exports from nonproducing countries and unallocated imports.

Source: OECD and United Nations Trade Statistics.



Table A-6--Market share and quantity of Canadian coffee imports, by country of origin, 1962-70

Country :+ 1962 : 1963 : 1964 @ 1965 : 1966 : 1967 : 1968 : 1969 ; 1970
R D et i Percent ==-e-=rr--mecccemcecrecscoscuecccsonscccnnnnn
Latin America .........0.02 72.8 69.2 66.0 60.9 55.0 53.9 61.2 61.5 56.3
Brazil c.vciviereieceases 38,2 36.8 35,1 29.8 30.3 28.8 32.6 31.5 27.6
Colombia ..vavecsnessssst 19.3 16.6 16.3 15.5 11.1 11.9 9.2 8.5 6.8
Costa Rica .v.ieonsencesss 1.7 1.7 1.2 2.1 2.0 1.6 2.1 1.9 1.8
El Salvador .e.ecveeeesss 2.6 2,8 3.9 3.2 2,8 2.5 3.7 2.6 3.8
Guatemala s..oocrrvecsest 2.4 2.7 1.7 2.8 3.1 2.4 2.9 5.5 5.5
MexiCO v.ivreasaecsnearaned 5.1 4.6 3.7 3.9 3.0 3.3 4,6 L.8 4.1
Other ....veveseseeneeaet 3.4 4.0 4,1 3.7 2.7 3.5 6.0 5.6 6.8
Africa ...................; 9.7 11.8 13.4 18.4 25,2 29.0 23.9 23.8 28.5
Angola ....iceeesnessesst 0.3 1.2 0.4 2,4 5.5 8.8 10.9 10.2 13.8
Br. Oac. n.e.s. 1/ .....* 8.5 n.a. n.a, n.a. n.a. n.a. n.a. n.a. n.a.
Kenya ..eveseesaccssssest MN.a, 2.9 3.7 4.5 5.5 6.0 1.9 2.5 3.0
Tanzania ...eceovcvscoes? N.8, 2.4 2,6 3.9 5.5 4.6 2.3 1.4 1.3
UBANdA +...esessnvecssest N.a. 4,5 5.6 7.1 8.3 9.4 8.5 7.8 7.9
Other sc.oceiseneseasesst 1.0 0.8 1.5 0.4 0.4 0.3 0.4 2.1 2,5
Asia and Oceania .........: 0.1 0.5 0.7 0.7 1.2 1.7 0.7 0.4 0.4
Other 2/ ................: 17.3 18.5 19.2 19.9 18.6 15.3 14,3 14.3 14,7
e AL L P L LD R ettt Metric tong ===r===--ce-cre-cocccmcennroenccncoroe.
Total sevicorrsvanacnsnesst 76,242 79,624 77,006 77,675 72,608 83,918 88,080 86,856 81,891
Latin America ............t 55,498 55,130 50,924 47,369 39,927 45,239 53,864 53,430 46,118
Brazil ....cceenuserereet 29,157 29,339 27,040 23,120 21,997 24,179 28,732 27,348 22,596
Colombia s.vvnunveaeenest 14,727 13,243 12,565 12,022 8,041 10,003 8,074 7,386 5,552
Costa RiCA +.vsnvavesesst 1,322 1,335 955 1,642 1,486 1,323 1,881 1,691 1,448
El Salvador ........00..3 1,993 2,206 3,025 2,446 2,053 2,090 3,258 2,287 3,11
Guatemala ........e0000008 1,824 2,176 1,276 2,172 2,240 2,008 2,596 4,747 4,511
MexiCO sevesnevscccenssas 3,906 3,623 2,892 3,036 2,152 2,731 4,061 5,082 3,358
Other ...cocvvevsaosensct 2,569 3,208 3,171 2,911 1,958 2,905 5,262 4,907 5,541
Africa c.veevvnrenaneceanet 7,438 9,396 10,683 14,268 18,302 24,369 21,081 20,727 23,358
ANgOla ti.evasecaroervaat 208 969 287 1,869 3,966 7,361 9,583 8,852 11,298
Br. Oac. n.e.s. 1/ .....: 6,496 n.a, n.a. n.a. n.a. n.a. n.a. n.a. n.a.
KENYya sesvuvssecsoveceesl N.8, 2,315 2,888 3,476 3,970 5,013 1,661 2,144 2,467
Tanzanid ..seseceeveases? N.8a 1,935 1,977 3,057 3,997 3,835 1,985 1,182 1,134
Uganda ....eevvessncecss?d  MNoBe 3,554 4,350 5,548 6,045 7,874 7,469 6,751 6,442
Other .ecvessossonsonenet 734 623 1,181 318 324 286 383 1,798 2,039
Asia and Oceania ,....... 92 428 561 547 870 1,442 575 372 359

Other 2/ «.vviveevennanenat 13,218 14,670 14,838 15,491 13,509 12,868 12,560 12,327 12,056

ev oo ee oo oo

n.a. = not available

1/ British overseas African colonies not elsewhere specified,
2/ Includes exports from nonproducing countries and unallocated imports.

Source: OECD and United Nations Trade Statistics.
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Table A-7 ~-Market share and quantity of Japanese ccffee imports, by country of origin, 1962-70

. . . .

1962 : 1963 : 1964 : 1965 : 1966 : 1967 : 1968 : 1969

Country : + 1970
e S RLE eI LR L L L R Percent -~e=ss----emmascsecec-c-cccemcccconcenes
Latin America ...........; 49.8 50.0 45.4 41.2 37.7 53.4 59.4 61.8 58.1
Brazil ...ovesecescecnet 29.5 27.5 27.8 23,1 17.5 30.9 36.6 40.0 37.7
Colombia ..coecescrnnaest 15.0 19.0 10.6 9.0 10.7 11.4 10.9 10.7 9.1
El Salvador ..ceeesveest N.8, n.a. 4.7 4.5 1.8 2.6 1.2 0.8 2,2
Guatemala ....coecvevsat 1.3 1.4 0.9 2.7 2.8 1.6 4.1 3.4 2,0
MeXiCO 1evevresesncaesss MN.A, n.a. 0.0 0.9 3.2 0.7 0.6 0.6 0.1
Other (seeesesccevosenst 4.0 1.9 1.3 1.0 1.7 6.2 6.0 6.3 7.0
Africa vevevvceiarrasaeess 23,7 26.9 36.8 37.6 56.3 40.3 36.0 31.1 37.1
Angola ..ceiereennnee : 3.1 1.6 n.a. 0.5 0.1 12,1 1.1 1.7 1.5
Ethiopla ..ceeeercennnet 9.7 8.2 5.3 6.6 3.9 4.5 5.2 4.8 2.1
Ivory Coast .eevsesosest n.a. 6.5 6.3 7.5 38.3 18.9 25.9 17.1 14.0
Tanzanla coesveeesvoeess 0.9 n.a. 1.2 2.0 2.7 0.h 1.1 1.4 2,0
Uganda ..coovvevnoroanst 4.8 5.5 19.3 18.2 9.7 0.4 1.2 3.9 13,6
Other ....cceevoscesnnst 5,2 5.0 4.6 2.9 1.6 3.8 1.5 2.3 2.9
Asia and Oceania ........: 10.9 8.0 4.6 5.1 3.2 4.7 1.7 3.4 2.6
Indonesta ..oevvvvvosest 5.4 5.3 2.2 2,2 1.2 2.6 1.4 3.1 1.1
Other ..ieveerccsresceet 5.6 2,7 2.4 2,9 2,0 2.1 0.3 0.3 1.5
Other 1/ .icvevosvonacsst 15.6 15.5 13.1 15.9 2,8 1.6 2.9 3.8 2,2
femceemmmcmeman memecmcscsemeesmencom-cnn Metric tong ------cmmcssmcermcccccccsccccormennonon

TOtAl vevesevresoscosesesi 18,249 20,216 25,133 22,206 47,825 41,548 46,842 61,496 84,391

Latin America ....e.se000t 9,088 10,039 11,409 9,142 18,058 22,169 27,834 37,995 49,027
Brazil ...c.vievannessss 5,386 5,551 6,999 5,122 8,381 12,855 17,148 24,601 31,854
Colombia s.coveenoveenst 2,735 3,832 2,661 1,997 5,108 4,741 5,127 6,553 7,661

El Salvedor ....eceeeest N.8. n.a. 1,196 1,003 878 1,064 539 510 1,867
Guatemala ..oeocecvensst 242 280 224 590 1,335 685 1,915 2,109 1,716
MeX1CO vevvrecovsesveast MN.8. n.a. 7 200 1,523 279 306 369 54
Other ..ovoveevncossoeet 725 376 322 230 833 2,545 2,799 3,853 5,875
Africa .viecvrivassssoseest 4,326 5,430 9,249 8,370 26,93” 16,743 16,870 19,124 30,542
Angola ...iiecssercaranel 565 331 n.a. 114 54 5,015 510 1,027 1,258
Ethiopla .evcveosonnses: 1,772 1,654 1,335 1,464 1,858 1,876 2,458 2,948 1,778
Ivory Coast ...ccceeessi T.a. 1,315 1,585 1,658 18,326 7,837 12,122 10,503 11,841
Tanzania ....eeeoveeeoet 156 n.a. 307 435 1,277 250 538 859 1,708
Uganda «ecvveecocsssonet 879 1,118 4,843 4,046 4,629 178 560 2,403 11,475
Other .ocovvveccranoesnst 954 1,012 1,179 653 786 1,587 682 1,384 2,482
Asia and Oceania ........: 1,995 1,623 1,150 1,137 1,512 1,963 787 2,075 2,971
Indonesia ...osecesansst 977 1,077 545 486 568 1,097 662 1,884 952
Other «sevsveesacssesest 1,018 546 605 651 944 864 125 151 2,019
Other 1/ veverssnnneeeent 2,840 3,124 3,325 3,557 1.327 673 1,351 2,392 1,851

n.a. = not available.
1/ Includes exports from nonproducing countries and unallocated imports.

Source: OECD and United Nations Trade Statistics.
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Table A-8 --Summary of multiple linear regression analyses on per capita
coffee consumptiou, selected countries, 195265

Durbin

Country ; Watson ; R2 H Funi;ion : Multiple regression 2/
: statistic : : — _—
la. United States : 2,46 s 0.90 1 : Log Qﬁ = 1.92026 - 0.18477 Log Py - 0.30904 Logep - 0.02836 Log T,
: : : : (0.03554) (0.13365) (0.01478)
: : H oo d
1b. United States : 2,01 : 0.86 : 1 ¢ Log Q¢ = 2.55133 - 0.17486 Llog Pg- 0.51163 Logcg
: : : : (0.03922) (0.09140)
: H : H d
lc. United States : 2,90 : 0.93 : 1 : Log Q¢ = 2.63549 - 0.13578 Log Py - 0.00994 Log Pp - 0.16256 Log Pp - 0.52709 Lo
: : : : (0.03392) (0.01474) (0.06007) (0.07703)
: : : : d
1d. United States : 1.10 : 0.79 : 1 : Log Qg = 0.15397 - 0.10304 Log Py + 0.24430 Lo
: : : : (0.07152) (0.17508)
: : : : d
le. United States : 1.95 : 0.87 : 1 : Log Qg = 0.47911 - 0.09920 Log Py + 0.06996 Log Pp + 0.12781 Lo
: : : : (0.06313) (0.02960) (0.15512)
: : : : d
2a. United Kingdom : 1.67 1. 0.96 1 : Log Q¢ = -2.10161 - 1.51479 Log Py + 2.22534 Logep
H : : : (D.66313) {0.42165)
2b, United Kingdom : 2,03 : 0.96 1 : Leg Qg = ~4.27283 - 2.14865 Log P, + 2.82620 Log Py + 2.40025 Logcg
: H : : (0.74362) (1.80733) (0.41186)
H H d
2¢c., United Kingdom 1.78 0.96 : 1 : Log Qg = -7.78674 + 1.38307 Log Py - 1.55580 Log Pp + 0.44816 Log Po + 3.25431 Logcp
: : H : (2.36286) (1.34542) (0.73435) (0.98528)
: H H H d
3a. Canada : .94 0.90 : 1 : Log Qg = -1.46959 - 0.23187 Llog Py + 0.79169 Log
H : : : \0.11491) (0.31084)
: : : : d
3b. Canada : - 1.51 : 0.9 1 : Log Qp = -4.25499 -~ 0.28811 Log Py + 1.75803 Logep - 0.13050 Log Tn
: : H H (0.09465) (0.44094) (0.04909)
: : : : H d
3c. Canada H 1.97 : 0.73 2 : Log Qg = ~0.01182 - 0.39566 Log Py + 1.76707 Loggg
: : : : (0.14042) (0.78705)
: : : : d
3d. Canzda : 1.57 : 0.93 1 : Log Qg = -0.59651 - 0.15256 Log Py + 0.44985 Log Pp - 0.06927 Log Pp + 0.82604 Log
: : : (0.14569) (0.26675) (0.37932) (0.39385)
: : : : d
4a. Australia : 2.29 : 0.92 : 1 : Log Qg = 0.70107 - 2.10218 Log Pe + 1.63809 Logep
H : : : (0.59353) (0.99091)
: : : : d
4b. Australia : 2,38 : 0.92 : 1 : log Qg = 2.01808 - 2.49827 1log Py + 0.33058 Log Pp+ 1.22610 Logcp
: : : : (0.75594) (0.38317) (1.11054)
: : : H d
4c. Australia : 2,56 : 0.9 1 : Log Qp = 4.84338 - 2.1n508 Log Py + 0.60402 Ttog Pp - 0.91836 Log Po ~ 0.37438 Logep
: H : (0.70717) (0.40977) (0.€3394) (1.52702)
: : : : d
5a. Sweden H 2.49 : 0,99 : 1 : Log Qg = -2.61130 0.25248 Log Py - 0.06348 Llog Pe + 1.049854 Log

o 0

Footnotes at end of table.

(0.05743)

(0.04217) (0.12704)

Continued
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Table A-8 --Summary of multiple linear regression analyses on per capita

coffee consumption, selected countries, 1952-65 -- Continued
:  Durbin * Function °
Country Watson R : 1/ : Multiple regression 2/
: statistic : : — :
5b. Sweden : 2.49 0.99 : 1 : Log Qz = -3.03551 - 0.28176 Log Py + 1.16409 Log.
: H (0.05706) (0.10758) -
: d
5c. Sweden : 2,67 0.99 1 Log Qg = 2.48175 - 0.28419 Log P+ 1.00869 Logcx + 0.02821 Log T,
: (0.05521) (0.15663) (0.02126) m
6a. Denmark *.00 0.92 1 : Log Qg = -4.50901 - 0.62638 Log P + 0.17559 Log P, + 1.59939 logCE
: (0.36628) (0.20480)
: d
6b. Denmark 0.80 0.92 : 1 : Log QK = ~3,53922 - 0.51433 Log PK + 1.35971 LogCE
(G.38802) (0.31498)
: : d
7a. Norway : 2.20 0.97 : 1 : Log Qg = -1.79307 - 0.33323 Log B + 0.38322 Log %{ + 0.84283 LogcE
: : : (0.12028) (0.18237) (0.27160)
T M H d
7b. Norway 1.46 0.95 : 1 : Log Qg = -1.68724 0.41937 Log Py + 0.81799 Log
: : (0.12945) (0.31063)
7c. Norway : 1.63 0.96 : 1 : Log Qg = -2.35073 - 0.57207 Log Py + 0.21173 Log Pc -+ 0.98501 logCE
: H (G.16822) (0.15638) (0.32391)
7d. Norway 2.20 0.97 1 Log Q@ = -2.13810 - 0.42889 Log Py + 0.11507 Log PC + 0.32684 Log PM + 0.92995 Log
: s (0.17938) (0.15689) (0.20193) (0.30240)
H H : d
8a., West Germany : 1.54 0.96 : 1 : Log Qg = 0.33662 - 2.32512 Log Py + 0.81827 Log Py + 1.12781 Log Pp + 0.23303 Log
: : (0.29043) (0.24597) (0.96682) (0.14213)
H : d
9a. France : 1.66 0.95 1 : Log Qg = -0.72514 - 0.32571 Log Py + 0.39055 Log PT 0.31501 LogCE
: : (0.17036) (0.16954) (0.09623)
9b. France ; 1.66 0.96 1 : Log QK = 0.22565 - 0.28192 Log P, + 0.23928 Log PC + 0.13454 LogcE
: (0.11941) (0.07304) . (0.10481)
: d
9c. France : 1.65 0.96 1 Log Q; = 0.29856 - 0.26832 Log Py - 0.04099 Log Py + 0.25661 Logc + 0.12260 Logep
H : (0.15740) (0.28529) (0.14304) (0.13814)
10a. Netherlands : 3.03 0.99 ; 1 : Log Qﬁ = ~2.74486 - 0.77063 Log Py + 1.31622 Log
: : : (0.13321) (0.19765)
H : : d
10b. Netherlands 3.07 0.99 : 1 : Log Qx = -2.95867 - 0.80504 Log Pe + 0.13159 Log Pc + 1.38801 Log
: : (0.15648) (0.28070) (0.25593)
: d
1la. Italy : 2.35 0.98 1 Log Q = -0.82012 - 0.26280 Log P, - 0.00289 Log B, + 0.81802 Log
(0.23610) (0.12530) (0.20557)
: d .
11b. Italy 2,35 0.98 : 1 : Log Qg = -0.84218 - 0.26166 Log Py + 0.82180 Log.p

rootnotes at end of tabple.

(0.22013)

(0.11803)

Continued
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Table A-8 --Summary of multiple linear regression analyses on per capita
coffee consumption, selected countries, 1952-65 -- Continued

:  Durbin : :
Country :  Watson : R2 : Fun;;ion : Multiple regression 2/

:_statistic : H = H
: : : : d

1llc. Italy : 2.12 : 0,98 : 1 : Log Qg = +0.37504 - 0.18288 155 py - 0.3144 Log Py - 0.01755 Log Pc+ 0.69798 Log cg
: H : : (0.28103) (0.54578) (0.13218} (0.29782)
: : : : d

12a. Switzerland : 2.71 : 0.97 : 1 : Log Qg = -.48306 - 1.05429 Log Py + 0.58336 Log Po + 0.46250 Log
: : : (0.42287) (0.22516) (0.30325)
: : : : d

12b. Switzerland H 1.71 : 0.95 : 2 : Log Qg = ~-1.55855 - 0.40376 Log Pg + 0.72569 Log
: : : : (0.419%9) (0.35219)
: : : : d

13a. Austria . 1.70 : 0.99 : 1 : Log Qg = -6.96787 - 0.41198 Log Py + 1.93069 LogCE
: : H : (0.20798) (0.18005)
: : : : d

13b. Austria H 1.72 : 0.99 : 1 : Log Qg = -6.92956 - 0.44028 Log Py + 0.02198 Loge + 1.92603 Log
: : : : (0.29208) (0.15104) (0.19133)
: : : : d

13c. Austria : 2,13 : 0.77 : 2 : Log Qg = 0.01631 - 0.23270 Log Py + 1.37574 Logep - 0.03649 Log T
: H H : (0.34276) (0.88671) (0.01919)

. : : : : d -
13d. Austria : 1.72 ¢ 0.99 1 Log Q¢ = -6.92956 - 0.44028 Log Pg + 0,02198 Log Po + 1.92603 LogCE

(0.29208) (0.15104) (0.19133)

PETINTS
ITETETIN

1/ "1" indicates a double log function. "2" indicates a first difference —- double log functionm.

2/ Numbers in parentheses are standard errors.

d
= per capita consumption in green becan equivalent (kilograms); Qrx = per capitu liquid consumption (cups); Py = real price of coffee per kilogram;

o,

Pp = real price of tea per kilogram; Po = real price of cocoa per kilogram; Py, = real price of milk per kilogram; CE = real per capita consumer expendi-~

tures; T, = time (trend).
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Table A-9 --Value and volume of coffee exports by producing countries urder projection
sets I ard II compared with the base period, 1964-66

Coffee exports in

: : Projection set I : Projection set II
: base period : :
: : : Ch e from : : Ch e from
: 1964-66 1980 ang 198 are
Region and country : : 1964-66 : 0 : 1964 -66
; Tons : Dollars ; Tons ¢ Dollars : Tons : Dollars : Tons : Dollars : Tons ¢ Dollars
; Thousands
Central America: :
Costa Rica cev.a.s: 50,617 48,339 69,820 66,678 19,203 18,339 77,953 52,151 27,336 3,812
Dominican Rep. ...: 27,776 23,748 38,314 32,758 10,538 9,010 42,777 25,623 15,001 1,875
El Salvador ......: 100,168 90,752 138,170 125,182 38,002 34,430 154,265 97,804 54,097 7,052
Guatemala ....e...: 95,438 89,521 131,645 123,483 36,207 33,962 146,950 96,566 51,542 7,045
Mexico s.cceneceeas 89,852 71,702 123,940 98,904 34,088 27,202 138,377 77,353 48,525 5,651
Other ..cceccevens: 79,536 71,574 109,710 98,728 30,174 27,154 122,491 77,167 42,955 5,593
Total ..c..ccecee: 443,387 395,636 611,599 545,733 168,212 150,097 682,843 426,664 239,456 31,028
South America: :
Brazil ...ce0cc0..2 909,188 746,443 1,254,116 1,029,629 344,928 283,186 1,400,204 805,117 491,016 58,674
Colombia ...ccceee 352,262 355,432 485,903 490,276 133,641 134,844 542,505 383,009 190,243 27,577
Ecuador .cciecevee: 38,322 30,428 52,861 41,972 14,539 11,544 59,018 32,814 20,696 2,386
Peru ceceececcaceast 36,595 30,813 50,478 42,502 13,883 11,689 56,358 33,195 19,763 2,382
Other ....ecccaee.: 25,325 20,278 34,933 27,°71 9,608 7,693 39,002 21,850 13,677 1,572
; 1,361,692 1,183,394 1,878,291 1,632,350 516,599 448,956 2,097,087 1,275,985 735,395 92,591
Latin America ......; 1,805,079 1,579,030 2,489,890 2,178,083 684,811 599,053 2,779,930 1,702,649 123,619

974,851

Continued
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Table A-9 --Value and volume of coffee exports by producing countries under projection
I and II compared with the base period, 1964-66 -~ Coatinued

set

: Coffee exports in
: base period

Projection set I

Projection set II

: 4- 1980 Change from 1 : Change from

Region and country : 1964-66 : 1964-66 980 1964-66

: Tons Dollars : Tons Dollars : Toms : Dollars : Tons Dollars : Tons ; Dollars
: Thousands
Africa: :
Cameroon ....ee...: 55,706 38,326 76,840 52,866 21,134 14,540 85,791 41,351 30,085 2,025
Zaire i.ceesvecenes: 37,370 23,468 51,547 32,372 14,177 8,904 57,552 25,323 20,182 1,855
Ethiopia ...... I 74,742 66,595 103,098 91,860 28,356 25,265 115,107 71,827 40,365 5,232
Ivory Coast ......: 187,741 116,963 258,966 161,336 71,225 44,373 289,132 126,062 101,391 9,099
Kenya .eeveccecenst 44,750 44,750 61,727 61,727 16,977 16,977 68,918 48,242 24,168 3,492
Malagasy Rep. .e..: 44,552 28,068 61,454 38,716 16,902 10,648 68,613 30,258 24,061 2,190
Angola ....c.0000et 151,381 99,760 208,812 137,607 57,431 37,847 233,136 107,475 81,755 7,715
Tanzania ceeeececes: 37,604 32,415 51,870 44,712 14,266 12,297 57,912 34,921 20,308 2,506
Uganda «c.evvseesect 156,476 94,824 215,840 130,799 59,364 35,975 240,982 102,176 84,506 7,352
Other ..e.cvceeceees 89,655 58,922 123,668 81,276 34,013 22,354 138,073 63,526 48,418 4,604
Total .ecceencseaal 879,977 604,091 1,213,822 833,271 333,845 229,180 1,355,216 651,161 §75,239 47,070

Asia and Oceania:

INdia ececececoaceass 26,819 24,942 36,994 34,404 10,175 9,462 41,303 26,888 14,484 1,946
Indonesia seececes: 89,788 31,246 123,852 43,100 34,064 11,854 138,279 33,740 48,491 2,494
Papau and New :

. GUINea c.eceecces? 10,042 9,028 13,852 12,453 3,810 3,425 15,465 9,727 5,423 699
Other ....ccocceeet 10,236 7,663 14,120 10,571 3,884 2,908 15,764 8,263 5,528 600
Total ............; 136,885 72,879 188,818 100,528 51,933 27,649 210,81!? 78,618 73,926 5,739

Other countries ne.s; 14,601 12,907 20,140 17,804 5,539 4,897 22,486 13,919 7,885 1,012

World total ........: 2,836,542 2,268,097 3,912,670 3,129,686 1,076,128 860,779 4,368,443 2,446,347 1,531,901 177,440

n.e.s. = not elsewhere specified,
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Table A-10 --Value and volume of 1980 coffee exports by producing countries under
projection sets I and II

Region and country

Projection set I

Projection set II

Change from set I

Tons Dollars Tons Dollars Tons Dollars
Thousands
Central America:
Costa Rica .c.ceevscocescsess 69.8 66,678 78.0 52,151 8.1 -14,527
Dominican Republic ..ce.ce.: 38.3. 32,758 42.8 25,623 4.5 -7,135
El Salvador e.eececsccnsssst 138.2 125,182 154.3 97,804 16.1 -27,378
Guatemala .c..ceioscecsccosost 131.6 123,483 147.0 96,566 15.3 -26,917
MeXiCO ceeccrase cecescaces 123.9 98,904 138.4 77,353 14.4 -21,551
Other ..... eeecessesnosacse 109.7 98,728 122.5 77,167 12.8 -21,561
Total ....... cececcsnns . 611.6 545,733 682.8 426,664 71.2 -119,069
South America: :
Brazil ....... tesssesecanssss 1,254.1 1,029,629 1,400.2 805,117 146.1 -224,512
Colombia e.cecevcescvcsacnset 485.9 490,276 542.5 383,009 56.6 -107,257
Ecuador teeeseesccssnssnane - 52'9 41’972 5900 32’814 602 -9’158
Peru sssceacceecsssssssccsnc s 50'5 42,502 5604 33’195 5-9 -9,307
Other s e e0 00 0cess00sscss e 43'9 27’971 39'0 21,850 4-1 -6’121
Total teeeeaasacsasscssasnes s 1,878.3 1,632,350 2,097.1 1,275,985 218.8 -356.365
Latin America total .........; 2,489.9 2,178,083 2,780.0 1,702,649 290.0 475,434

Continued
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Table A-10 --Value and volume of 1980 coffee exports by producing countries under
projection sets I and II -- Continued

Projection set 1 : Projection set II : Change from set I
Region and country : : : : :
Tons : Dollars : Tons : Dollars : Tons : Dollars
Thousands
Africa: :
CaMEXOON «¢vceescosnssossesss 76.8 52,866 85.8 41,351 9.0 -11,515
Y3 § of Y 51.5 32,372 57.6 25,323 6.0 -7,049
Ethiopia .eecececenseessssst 103.1 91,860 115.2 71,827 12.0 -20,033
Ivory Coast secesescssesess: 259.0 161,336 289.1 126,062 30.2 -35,274
Kenya .eeececsecassescscanest 61.7 61,727 68.9 48,242 7.2 -13,485
Malagasy Rep. «..... cescccsse s 61.5 38,716 68.6 30,258 7.2 -8,458
Angola ...... teeeeseessses.c 208.8 137,607 233.1 107,475 24.3 -"3,132
Tanzania .c.eececsoccce-osees 51.9 44,712 57.9 34,921 6.0 -9,791
Uganda ...cesesvessncssaesst 215.8 130,799 241.0 102,176 25.1 -28,623
Other ...eececes.oncossassst 123.7 81,276 138.1 63,526 14.4 -17,750
Total ieeeeesessocencsasnes: 1,213.8 833,271 1,355.2 651,161 141.4 -182,110
Asia and Oceania: :
India seeveeceacsceccsccanat 37.0 34,404 41.3 26,888 4.3 -7,516
INdonesia cceeecevacessesess 123.9 43,100 138.3 33,740 14.4 -9,360
Papua and New Guinea ......: 13.9 12,453 15.5 9,727 1.6 -2,726
Other ........ seeeccccaanast 14,1 10,571 15.8 8,263 1.6 -2,308
TCLAl eeeveccccasceccnsssss: 188.8 100,528 210.8 78,618 22.0 -21,910
Other. .ceccevceccssccceas ceesl 20.1 17,804 22.5 13,919 2.3 -3,885

World total ...ceeeeeennss .e.:3,912.7 3,129,686 4,368.4 2,446,347 455.8 -683,339




APPENDIX B

MAJOR OPERATIONAL AND ADMINISTRATIVE ASPECTS
OF THE INTERNATIONAL COFFEE ORGANIZATION

Historical Background of the International Coffee Agreements

From the middle 1950's through the late 1960's, the world coffee industry was
plagued by overproduction; from 1955 through 1961, the industry's problems
were intensified by a sharp decline in world coffee prices (fig. 2). In an
effort to halt the economic decline of the coffee producing industry, a
sequence of multination producer organizatiors was formed. By the early 1960's,
this sequence had effectively laid the groundwork for the first International
Coffee Agreement (1962), which included all major coffee importing countries
as well as the major producer-exporters.

The highlights of the sequence of organizations which culminated in the 1962
International Coffee Agreement are as follows: 30/

May 1955 The International Coffee Bureau was formed by 15
Western llemisphere nations and the Belgian Congo.
The main purpose was to study possible stabiliza-
tion methods.

October 1957 The Mexico City Agreement was signed by seven
major Latin American producers. -- an unsuccessful
effort to support the market through informal
export limitations.

June 1958 The Coffee Study Group was established by 30 pro-
ducing and consuming nations to seek a solution to
the worsening surplus problem.

October 1958 A l-year Latin American Coffee Agrecment came into
being, incorporating provisions for export reten-
tion; however, this agreement did not have enforce-
ment clauses.

October 1959 The Latin Pact acquired werld scope by recruiting
French-associated countries and Portugese Angola.

September 1962 A new 5-year International Coffee Agreecment was
approved at the United Nations by 58 coffee export-
ing and importing countries. An international
coffee organization was formed to carry out the
mandates of the agreement.

30/ Taken largely from (18, p. 38).
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February 1968 A successor to the 1962 agreement was approved
by the International Coffee Council. By March 31,
1968, 53 member governments had signed the
agreement.

Organizational Aspects of the International
Coffee Organization

The principal governing body of the International Coffee Organization (ICO) is
the International Coffee Council (ICC), which is composed of the representa-
tives of all the member governments. The exporting members on the ICC together
hold 1,000 votes and the importing members, 1,000 voten. The exporting members
are assigned votes in proportion to their individual basic export quotas ‘and
the importing members are assigned votes in proportion to their coffee imports.
No member may hold more than 400 votes. All major ICC decisions are debated
and voted upon.

Objectives of the 1962 and 1968 International
Coffee Agreements

The objectives of the International Coffee Agreements are as follows:

1. To achieve a reasonable balance between supply and
demand on a basis which will assure adequate sup-
plies of coffee to consumers and markets for coffee
to producers at equitable prices, and which will
bring about long-term equilibrium between production
and consumption;

2, To alleviate the serious hardship caused by burden-
some surpluses and excessive fluctuations in the
prices of coffee to the detriment of the interests
of both producers and consumers;

3. To contribute to the development of productive
resources and to the promotion and maintenance of
employment and income in the member countries,
thereby helping to bring about fair wages, higher
living standards, and better working conditions;

4., To assist in increasing the purchasing power of
coffee exporting countries by keeping prices at
equitable levels and by increasing consumption;

5. To encourage the consumption of coffee by every
possible means; and
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6. In general, in recognition of the relationship
of the trade in coffee to the economic stability
of markets for industrial products, to further
international cooperation in connection with
world coffee problems.

Another objective of the coffee agreements -- the stabilization of world
coffee prices -- was enumerated within the text of the agreements. It was
stipulated that prices should be ''equitable" and if there were '"marked price
rises or falls occurring within brief periods," the export quotas:might be
adjusted by the ICC so as to stabilize the market. Although not specified, it
was envisioned that '"the general level of coffee prices would not be allowed
to decline below the 1962 average."

Management of the World's Imported
Coffee Supply

The main mechanism for controlling world prices is the restriction of export
volumes from producing countries. Each year, the ICC makes a determination of
global export requirements (the annual quota) which would support the agree-
ment's export price objectives. Thus, the annual quota is the total amount
which may be shipped by all member countries. Each country's basic quota
represents its percentage share of the total annual quota. Although basic
quotas are expressed in terms of numbers of bags, they represent in fact the
country's percentage of the total. For example, Colombia's 1965 basic quota
was 6,011,280 bags and all basic quotas totaled 46,504,363 bags. Therefore,
Colombia's percentage share is 12.93 percent. This percentage is considered
when future quotas are established.

Export quotas can be adjusted during the '"quota' year if the price goals of
the ICA are not being realized. Thus, the quota aspects of the ICO can be
likened to a faucet which increases or decreases the flow of coffee to the
world's coffee import markets.

Maintenance of World Coffee Export Prices

The general price objective of the 1968 agreement was carried forward from the
1962 agreement. However, the 1968 agreement does make an important policy
departure from the 1962 agreement by incorporating an article relating to the
selective system of adjustinz exports on the basis of price changes in the
various groups of coffee. 7This provision specifies that, for the duration of
the new agreement, separate price ranges will be maintained for robustas,
unwashed arabicas, and the two groups of mild arabica coffees. These ranges
are subject to modification from year to year, as was done in the last 2 years
of the 1962 agreement, to reflect changes in market conditions. This system
of selective price quota adjustments is designed to ensure that shifts in
consumer demand for the various types of coffee will be satisfied through
corresponding adjustments in the export quotas for the various types of
coffee (27, p. 24).
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Price zones for each of the four groups are tn be set by the ICC at the
beginning of each coffee marketing year at the time when the market require-
ments and the effective quotas are determined for the following year. The ICC
may set different ranges each year, altering them upward or downward (as has
been done in the past) depending on market conditions. If, for any group, the
price stays above the ceiling or below the floor for 15 consecutive market
days, the quotas for that group would be adjusted upward or downward to stabi-
lize prices within the range (27, p. 24).

Other Functions of the International
Coffee Organization

Establishment of Production Goals

As mentioned, a major objective of the agreement is to bring coffee production
and comsumption into balance. A significant step in that direction was taken
by incorporating a provision requiring the establishment and application of
specific production goals for each exporting member. By 1973 -- when the 1968
agreement expires -- production in each country should approximate its inter-
nal consumption, permitted exports, and appropriate stocks., As a means of
enforcement, violators will forfeit quota increases and may eventually be
expelled from the agreement. Coffee importing countries are also required to
refrain from offering assistance to coffee producing countries which continue
production policies that conflict with the objectives.

Diversification Fund

As a complement to production goals, a Coffee Diversification Fund was
established to assist members in the necessary adjustment of production that
will be required of some of them. The fund is financed primarily by producing
countries which are required to contribute a minimum of 60 cents for each bag
of coffee exported above a basic exemption of 100,000 bags. These contribu-
tions are expected to amount to at least $39 million per year. Thus, during
the lifespan of the 1968 agreement, a minimum of $150 million will be contri-
buted by producing countries. Consuming countries may also make voluntary
contributions to the fund.

Coffee Promotion

To expand coffee consumption, the exporting countries agreed to finance pro-
motional activities, and to this end, the ICO established a world coffee pro-
motional committee (WPC). WPC activities include advertising, public rela-
tions, consumer education, and research. The committee operates a promotion
fund financed by a compulsory levy on exports to quota markets.
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