
Coffee Marketing Anomalies 

AT successive auctions held by 
the Ind ian Coffee Board, 

prices have been going up, much to 
the listress of coffee drinkers and 
price at the end of September set 
up an all time record. What 
puzzles the consumer is the persis
tent rising t rend of prices in the 
face of an undoubtedly fair crop 
and the general recession which has 
left coffee quite untouched. There 
seems to be something wrong some
where. Has the Coffee Board been 
holding back stocks deliberately in 
order to bolster up prices to fan
tastic levels? For the week ended 
September so, the Economic A d v i 
ser's index of wholesale prices for 
coffee stood at 827 (Base: year end
ed August 1939 — 100) , indices 
for the two varieties Plantation PB 
Coimbatore and Native Flat being 
718 and 956 respectively. This is 
sharply in contrast to the move
ment of prices for the other beve
rage, tea, for which the comparable 
index was 256 for the same week— 
this being the Economic Adviser's 
index for tea for internal consump
t ion (sale average). The export 
price index for tea was much lower, 
being only 158, in the same week, 
while for coffee for the l imi ted ex
ports that are now allowed, prices 
are much higher than for those 
realised for internal consumption. 
There are, in fact, three different 
prices for coffee, one for the spe
cial allotment made to the Co-ope
rative. Societies, which are much 
lower, one for general consumption 
and one for exports. 

T h e average prices realised by 
the Coffee Pool dur ing July last 
for Plantation Coffee, exclusive of 
central excise duty of Rs 21 per 
cwt was as follows per cwt. 

Auctions Rs 240-6. 
Allotments Rs 173-11. 
Exports Rs 378-12. 

The extent of the rise, it w i l l be 
noted, is far in excess of the rise 
in oilseeds, pulses, or any other 
agricultural produce except, cashew-
nuts, tobacco, and black pepper. 
In the case of black pepper, prices 
have risen many times more but, 
as is wel l-known, this has been due 
to intense overseas demand which 
the Government have not thought 
of choking off by banning or even 
regulating exports. In the case of 
coffee, export demand, though 
high, is not a factor of importance 

in its pr icing, because exports are 
now restricted to the estimated sur
plus in excess of the domestic 
demand and strictly controlled. 
W h y has coffee then gone up 
8 times, compared to pre-war? 
Higher costs, besides not being 
especial to coffee alone, cannot be 
the whole story. For production 
appears to have responded to the 
higher prices, however l i t t le it may 
be: 

( in tons) 

1945-46 , . 24,686 
1946-47 .. . . 14,852 
1947-48 .. 15,034 
1948-49 - . 21,540 
1949-50 19.944 
1950-51 .. . . 18,169 
1951-52 . . . . 120,881 

Or it may be that demand has 
outstripped supply to such an 
extent as to push up prices conti
nuously. This appears to be the 
more probable explanation. The 
efforts of the Coffee Board to make 
people dr ink more coffee has not 
only succeeded, but succeeded well. 
Faced w i t h the situation of ever 
growing internal consumption, and 
sharply declining exports which 
have lately completely tapered off, 
Shri Karmarkar , Deputy Minister 
of Commerce, has t in own up the 
sponge and declared that the Gov
ernment do not want more coffee 
addicts. The Indian Coffee Board, 
quite untouched by these contrary 
developments, remains fai thful to 
its original instruction of popular
ising coffee and supporting its 
price, staying dutifully on the burn
ing deck, like Casabianca, while all 
around is smoke and confusion. 
Coffee is being auctioned at ever 
higher prices, allotments are made 
to favoured distributors at reduced 
prices and coffee is still supplied to 
Ind ia Coffee Houses which had 
been set up to popularise the beve
rage at low prices, much to the 
vexation of the trade which natur
ally resents interlopers entering the 
trade through the back door and 
cut t ing prices. 

The complaint has been made, 
as mentioned earlier, that the 
Coffee Board has been holding back 
supplies. Sales for internal market 
of this year's crop un t i l September 
15 last amounted to only 12,468 
tons, compared to 13,683 tons of 
the year's crop released up to this 
date last year. Production this year 

being nearly 2,000 tons higher, the 
criticism appears to be legitimate 
that the Board has been unduly 
stingy. The stock at this date was 
reported at 6,213 tons as against 
4/21-2 tons at the same time last 
year. There may be a reason for 
this excessive caution if there is any 
t ru th in the theory of coffee cycles. 
Past experience suggests that coffee 
crops follow a cycle of two good, 
two medium and two poor harvests 
and hence the trend of production 
has to be judged f rom a six-yearly 
average rather than f rom any single 
year's production. The following 
table gives the average crop for the 
six years ending 

( in tons) 

1940-41 
1941-42 
1 9 4 2 - 4 3 
1943-44 
1944-45 
1945-46  
1946-47 
1947-48 
1948-49 
1949-50 
1950-51 

1 6,037 

15,954 
16,131 
16,510 
16,409 
18,068 

17,908 
18,916 

19,463 
19,654 

If 1945-46, which was a year of 
bumper crop, is taken as the end 
of a cycle, 1951-52 may well be the 
end of the next cycle and therefore 
one should be prepared for poor 
harvests in the next two years, 
Has the Board been following the 
enlightened policy of evening out 
cyclical fluctuations by varying the 
volume of stocks it holds, to offset 
changes in production from year to 
year? If it has been, it has not 
taken the public into confidence. 

The speculation is int r iguing, but 
unprofitable, since there is another 
outlet open to the Board to regu
late supplies and that is through 
exports. The policy of the Board 
is to allow only the surplus to be 
exported, after setting apart ade
quate supplies for domestic con
sumption. In the pursuit of this 
objective, the export quota is often 
being revised downwards as the 
season progresses. Broadly speak
ing, the consumption of coffee 
doubled itself in ten years, from 
about 9,000 tons in 1940 to 18,000 
tons in 1950, due among other 
reasons to the successful propa
ganda through India Coffee Houses 
and exports have correspondingly 
been cut down from an average of 
19,000 tons before the war to almost 
nothing in 1948-49. It ranges now 
around 2,000 tons. 

Coffee has enjoyed a protected 
market long before the Coffee 
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Expansion Ordinance was p romul 
gated in December 1940 when, 
after the fal l of France, export 
markets vanished overnight and 
India's coffee industry was on the 
verge of extinction. Protection 
f r o m imports goes back much ear
l ier and originated f rom an acci
dent. Fol lowing the detection of a 
dangerous pest in imported coffee, 
the importa t ion of coffee plants, 
seeds and beans was completely 
prohibi ted from A p r i l 1, 1941 
under the provisions of the Des
tructive Insects and Pests Act . 
This order is stil l in force. Under 
reciprocal arrangement between 
I n d i a and Burma, however, imports 
f rom Burma and exports to that 
country were permitted, but these 
were in very small quantities. 

Of the 1950-51 crop the distr i
but ion of which was completed by 
the end of June last, of the total 
of 18,254 tons sold by the Board, 
direct auctions accounted for 14,117 
tons and allotments amounted to 
3,831 tons. The coffee intended for 
the internal market is mainly releas
ed to the trade under the system of 
auction by tenders. Such releases 
take note of the normal require
ments of the market from time to 
t ime. The rest of the quanti ty ear
marked for internal distribution is 
offered at basic prices to the co
operative societies and to the India 
Coffee Houses subject to the condi
t ion that such coffee should be sold 
to the public at fair prices fixed by 
the Board. T h e surplus available 
for export is released in consulta
t ion w i t h the Government of Ind ia 
to the trade under a system of 
tenders. 

Dur ing the war there was not 
only controlled distribution by the 
Coffee Board but also control of 
prices. It was after price control 
was abolished that the upward 
spiral started and this spiral has 

gone on unchecked t i l l now. As 
early as May 1950 the then Chair
man of the Ind ian Coffee Board 
Sardar Datar Singh, had warned, 
"Since M a y this year however 
prices have again risen. It is the 
business of the organised marketing 
to keep such fluctuations w i t h i n 
l imits and keep the price reasonably 
satisfactory to all concerned from 
the producer to the consumer." 
Judged by this unexceptionable 
criterion, laid down by Sardar 
Datar Singh, the performance of 
the Board has been seriously at 
fault . It is surprising that it has 
not attracted wider attention for 
the Board has allowed prices to vise 
higher and higher. From 450 in 
M a y 1950, the price index for 
coffee jumped to 550 in May in 
the fol lowing year and by M a y 
last, it had reached 652; in July 
the index went up to 702, in August. 
to 721 and in the week ended Sep
tember 20, the latest week for 
which the Economic Adviser's 
indices are available, it reached the 
heady figure of 827. As the mono
poly of marketing is held by i t , the 
Coffee Board cannot escape respon
sibility for this abnormal rise of 
prices. 

Efforts to make people dr ink 
more coffee, under such circum
stances, hardly make sense unless 
the Board or coffee interests or the 
Government have such expansion 
plans on hand that there may be 
serious apprehension of over pro
duction in the near future. Surely 
this is not the case. In the circum
stances it is only commonsrnse that 
the Government should reverse its 
policy. What is surprising, how
ever, is that despite the categorical 
statement by Shri Karmarkar that 
the Government had issued direc
tives to the Coffee Board that its 
propaganda units should sell coffee 
at market rates and not at special 
reduced prices, this is not vet being 
acted upon. 

Coffee planters themselves are 
not happy about the price policy 
followed by the Board. Dissatis
faction was voiced at the annual 
meeting of the Uni ted Planters 
Association of South Ind ia when 
Mr Statics, the Chairman blamed 
the Board for tardy release of stock. 
" T h e Board is believed to be 
holding about 6,000 tons of raw 
coffee which could he released 
dur ing the next four months, that 
is, un t i l the new season in Decem
ber. But. when only 600 tons are 
released speculators take advantage 
of scarcity." Is the Board playing 

i n t o the hands of speculators w i t h 
its eyes open? 

A wider problem is raised by the 
system of special allocations w h i c h 
is an experiment in part ia l control 
of a product which cannot be 
differentiated. Coffee that is al lot
ted to the co-operative societies is 
not different f rom the coffee sold 
through the trade. Can two mar-
kets operate side by side in the 
same commodity, when the price 
differential is high and continually 
widening, wi thout bringing in its 
t ra in abuse and corruption? Trade 
complains bit terly of the seepage of 
stocks from special allotments into 
the open market. The danger 
impl ic i t in this form of part ial con
t ro l has assumed much bigger pro
portions as the temptation to take 
advantage of free market prices 
has become stronger and stronger. 
It is high time to close this loop
hole as also to review the entire 
system of marke t ing 
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