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INTRODUCTION 

A study of Brazilian coffee production cannot "be made 

without considering the world coffee trade and particularly 

the United Ctatos market for this commodity. In Brazil 

coffee is a ,fcash crop" which earns ©ore than half the foreign 

exchange of the country. (In 1950, the value of coffee 

exports in Brazil was 63.9$ and^ in 1951, 59.9$ of its total 

exports.) Consequently, any international movements that 

affect the coffee trade are of primary importance to Brazil. 

The United States Senate Investigation of the rise in coffee 

prices disclosed many new facts ah out the international 

coffee trade. Those may "be stated briefly as follows: the 

era of overproduction and surpluses in Brazil is at an end; 

prices are fairly high as compared with the 1930*3; supply 

is close to prospective demand; and United States coffee 

roasting firms aro becoming more important in the coffee 

trade. 

As a Brazilian student in Economics, I have always been 

conscious of the preponderance of coffee in our economy. 

The United States Congressional investigation made me more 

aware of some of the complexities cf this subject. As an 

undergraduate in the University of Sao Paulo, I was able to 

make some studies in relation to this problem. However» 

lack of complete data as well as an inevitable oneside^ness 

of opinion in tho available literature led me to pursue the 

study here of Brazilian coffee production and trade in 
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connection with the Senate Investigation, 

I hope I have accomplished the objective of presenting 

an unbiased account of the subject, I do not pretend to 

have studied all aspects of the subject thoroughlyj and, 

many points are not fully developed. However, an over-* 

all picture of significant trends in the world coffee trade 

and present conditions of the Brazilian coffee production 

has been attempted. 

The first part of this study is concerned with the 

evolution of world coffee production and trade since 1950; 

this part will give the readerja general idea of the sub

ject, A more detailed study of Brazilian coffee production 

is presented in the second part. In these two parts,. I have 

attempted to present necessary background material for the 

evaluation of the Senaue Investigation which makes up the 

third part. 

In making this study, I have had an opportunity above 

all to become better acquainted with the marketing organi

zation of the United States. A3 I am in the fortunate po

sition of having access not only to material concerned with 

the Senate Investigation but also to sources from Brazil, 

I hope to contribute to an understanding of the present 

situation in tho coffee trade. 

Finally, I hope that this study may help to further 

copperation between the United States and Brazil, 

L.D.L, 
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Chapter 1 

THE RELATIVE IMPORTANCE OF COFFEE IN 

WORLD AND TRADE 

The growth In the use of ooffee throughout the Western 

World has been one of the most notable developments in food 

and beverage habits. Commercially, coffee Is more important 

than either tea or cocoa.3* Coffee, In addition to its general 

importance as one of the major commodities of world trade, 

being comparable to basic goods and raw material, Is of great 

economic significance and of immediate concern to the princi

pal producing countries. 

In spite of the important place of coffee in world trade, 

world coffee production has shown a tendency to decrease 

since the late 1920's, but in the late 1940*s", some tendency 

to Increase is noted particularly in Africa ••ud In some 

Central and South American countries, as can be seen in the 

tabulation below. 

TABLE I 
WORLD COFFEE PRODUCTION 

(5-year annual average, 1924-25 to 1929-30 s 100) 

Continents and Prin
cipal ooimtrlfifl 

'1929-30 
to 1933-34 

1935-36 
to 1938-39 

1939—40 
to 1943—44 

1945-
1949 

Central America & 103.4 116.7 117.1 124. 4 
Mexico 

South America 136.7 127.7 94.9 102.1 
Brazil 140.4 125.3 82.3 86.2 
Colombia 130.7 153.7 187.4 219.4 

Asia 106.2 113.4 91.6 23.2 
Africa 153.1 240.3 313.1 573.4 

(Continued) 

^V. D. Wickizer, Coffee, Tea, and Cocoa, 1951, p. 7. 
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TABLE I (Continued) 

Continents and Prin
cipal countries 

1929-30 
to 1933-34 

1935-36 
to 1958-39 

1939-40 
to 1945-44 

1945-
1949 

Oceania 

World Total 

138.5 

130.2 

159,0 

128.6 

125.6 

104.5 

75.3 

115.1 

Note: From 1929 through 1944, data refer to crop-years; 
from 1945 through 1949, data refer to marketing 
years. 

Sources: International Institute of Agriculture, The 
World * 3 Coffee4 1947, p. 105* United Nations, 
Statistical Yearbook, 1948, 1949-50, 1951# 

The important coffee-producing countries are concentrated 

in the tropical and suh-tropical areas, mainly those of the 

Western Hemisphere. In South America coffee production is 

concentrated mainly in Brazil and Colombia, which in the 

1945-49 period amounted for 46.5#and 17.3$ respectively of 

total world production. It should be observed, however, that 

the relative importance of these two countries has changed 

substantially during the past twenty years. Table IX shows 

that while Brazil*s share of total world production declined 

from 66.7^to 46.3$ between 1930-34 and 1945-49, Colombia's 1 

percentage increased from 9.1$to 17.3$. 
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TABLE II 

PERCENTAGE OF WORLD COFFEE PRODUCTION 

IN BRAZIL AND COLOMBIA 

i-orOT>-yoar annual avorap.es 
COUNTRIES 1929-3(5 to '1934-35 to 1939-40 to 1945-49 * 

1933-34 (1) 1938-39 (1) 1943-44 (1) (2) 

Brazil 66.7 60.3 48.7 46.3 

Colombia 9.1 10.8 16.2 17.3 

*refers to marketing years, 
Souroos: 
(1) International Institute of Agriculture, on. 

cit,t p. 186, 
(2) United Nations, op., cit. 

Of the twenty Latin American republics fourteen3 produce 

coffee and about half of these republics have concentrated 

their main export effort on the production of coffee. As 

coffee is mainly directed toward markets abroad, these countries 

are closely dependent on foreign trade, lust as many econo

mists maintain that the saving-investment process is the 

determinant factor of prosperity in highly industrialized 

countries, so exports of what may be called money crops Is 

the determinant factor in these one-sided economies. If wars 

or internal crisis in the consuming countries affect the 

international trade of coffee, the producing countries will 

face serious consequences, not only in that particular pro

duction.. but in their whole economy, 

2 "Brazil, Colombia, Costa Rica, Cuba, Dominical Republic, 
Ecuador, El Salvador, Guatemala, Haiti, Honduras, Mexico, 
Nicaragua, Peru, and Venezuela. 
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Thus the general position of coffee in world trade is 

important, but it is the relative importance of coffee exports, 

as measured from the standpoint of their share of the total 

value of all commodities exported by the principal producing 

countries, that is far more significant. The tabulation 

below shows that in 7 of the 14 principal Latin-American 

coffee-growing countries, this product accounts for from 30% 

to 90$ of the total value of commodity exports. The parti

cipation of the other 7 coffee-producing countries is 1m- . 

portant when it is considered their cumulative share in the 

total voluble of coffee trade. However, when it is considered 

the coffee export of each country in relation to other items 

exported, coffee is far less significant within their own 

economies• For example, although Venezuela's coffee exports 

are greater in value than those'of Nicaragua and Costa 

Rica, petroleum accounts for the greatest part of her total 

exports, and coffee is of much less relative significance. 

TABLE III 

PERCENTAGE OF THE VALUE CF COFFEE EXPORTS IN RELATION 
TO THE VALUE OF TOTAL COMMODITY EXPORTS FOR SELECTED 

YEARS 

COUNTRIES 1^38 1946 194^ 
El Salvador 95.2 81.1 87.7 
Colombia 61.2 76.7 79.3 
Guatemala 68*8 55.6 71.7 
Costa Rica 53.0 47.4 35.4 
Brazil 45.3 35.3 56.9 
Haiti 50.7 23.9 58*3 
Nicaragua 33.9 39.1v 27.5 

Sources; United Nations, 0£. ait.. 
U. S. Department of Commerce, Foreign Commerce 
Yearbook. 1939, 1948, 1950. 
Pan-American Coffee Bureau, Coffee Statistics. 
Release no. 14. 
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Coffee, therefore, is of primary concern to the coffee-

producing countries of the Western Hemisphere. These countries 

rely heavily on coffee exports as a source of foreign ex

change. As is suggested in the next table, coffee exports 

may be considered an important item in the total national 

income of a number of Latin Amerloan countries: 

TABLE IV 

PRINCIPAL AMERICAN COFFEE PRODUCING COUNTRIES: 
ESTIMATED NATIONAL INCOME AND VALUE OF COFFEE EXPORTS 

1939 and 1949 
(in millions of U. S. dollars) 

1939 . 1949 
Estimated Value of 

fa 
Estimated Value of fo 

COUNTRIES National - Coffee fa National Coffee 
fo 

Income < w Exports 
fa 

Income Exports 
(1) 12) (3) (41 (a; 

El' Salvador 44 (bj 10.6 24.1 19 i 47.6 24.2 
Colombia 627 49.7 7.9 1,456 242.0 16.6 
Guatemala 164 9.6 5.9 293 37.4 12.8 
Haiti 50 3.7 7.4 150 18.3 12.2 
Brazil 1,509 121.5 7.7 5,530 620.0 11.2 
Costa Rica 33 4.6 13.9 105 11.1 

; 
10.6 

Income. 
(b) - Data for 1938. 
Sources: 
(1) - The Inter-American Coffee Board, S*ufly of the 

World Coffee Situation. 1948, p. 3. 
(2) - Foreign Commerce Yearbook, 1939. 
(3) - Estimates from the*United Nations, in Economic 

Almanac, 1951-52, p. 563. 
(4) - Pan-American Coffee Bureau, op. olt., Release 

no. 14, p. 2. • 

While the principal American coffee-producing countries 

sell their coffees on the competitive world market, many 

colonial coffee-produoing areas enjoy preferential arrange

ments with the markets of the governing countries. Both, 
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the extent and the character of the interests of the .Ameri

can producing countries in matters concerning coffee thus 

differ from those of coffee-producing countries located out

side the Western Hemisphere# 

The major coffee import market of the world is also 

located in the Western Hemisphere# The United States con

stitutes by far the greatest market for coffee, absorbing 

almost two-thirds of world production during the 1945-49 

period# 

The coffee import trade throughout the world was severely 

handicapped during the Second World War# In particular, 

European imports oollapsed even more than in the First World 

War. On the other hand, United States imports increased to 

an extraordinary extent# v 

Duo to the fact that coffee production is concentrated 

in Central and South .American countries and its greatest 

market is the United States, the coffee trade of the Western 

Hemisphere is of utmost importance# The following tabulation 

shows the proportion of the value of coffee imports in re

lation to the value of total commodity imports of the United 

States: 
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TABLE V 

VALUE OF U. S. TOTAL COMMODITY IMPORTS 
AND COFFEE IMPORTS 

5-year TOTAL IMPORTS COFFEE IMPORTS # of (b) 
annual (a) (b» over (a) 
average Millions of U* S. dollars 

1930-54 1,916 155.7 8.1 

1935-39 2,366 139. Q 5.9 

1940-44 3,203 221.8 6.7 

1945-49 5,719 582.4 10.2 

Source: Of., Appendix A, p. 166 

The above tabulation, together with the next, which 

shows the percentage of coffee imported by the United States 

from the producing countries and areas, will clearly demon

strate the extent of dependence of those countries upon the 

United States market. 

TABLE VI 

PERCENTAGE OF U. S. COFFEE IMPORTED 
FROM DIFFERENT COUNTRIES AND AREAS 

5-year 
annual 
average 

BRAZIL COLOMBIA 
TOTAL OTHER 
LATIN AMERICAN 
COUNTRIES 

TOTAL 
LATIN 
AMERICA 

WTAL 
OTHER 
COUNTRIES 

% % ft ft ft 

1930-34 65.9 21.7 8.7 96.3 3.7 

1935-39 59.4 22.0 14*0 95.4 4.5 

1940-44 51.2 25.5 21.6 98.5 1.7 

1945-49 55.9 24.2 18.2 98.3 1.7 

Source: Cf.. Appendix B, p. 167 
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Although many of those countries have been trying to 

diversify their economies, coffee still accounts for a very 

large portion of their exports. Perhaps all of thorn realize 

that their economies are vulnerable to the hazards inherent 

in international economic intercourse. The fact that their 

economies are mainly supported by agricultural and raw 

material productions subjects a large part of the productive 

organism to the full impact of cyclical fluctuations. How

ever, efforts that should bo made by those countries to 

develop their economic resources require large amounts of 

capital and human resources; and the only industry capable 

of supporting the cost of diversifying their economics is 

coffee, since exports bulk largely in total economic activity, 

while saving and investment play a subsidiary role. Conse

quently, coffee producing countries are faced with a vicious 

circle: in order to develop industries other than coffee, 

coffee itself must be further developed. Moreover, concen

tration upon a single export makes the taxes levied upon 

coffee the most important item in the state budget in the 

absence of other important sources of income. 



Chapter 2 

HISTORICAL PATTERN OF THE WORLD COFFEE TRADE 

The world ooffeo industry, as will he seen in the course 

of this study, presents alternate periods of extremely low 

production accompanied by high prices, and high production 

accompanied by low prices* 

Surplus production of many staple commodities relative 

to market demand was observed during many years of the inter-

war period. Among those commodities, coffee surplus was 

particularly persistent and great. Thus, the volume of 

coffee which entered world trade does not indicate the amount 

of exportable coffee produced nor the accumulation of surplus 

coffee stocks. V.'ith this distinction in mind - that is, be

tween actual exports and exportable production - we shall 

pass to examine the pattern of world coffee trade. 

PATTERN OF WORLD COFFEE EXPORTS. As is indicated in 

Table VII, world coffee exports increased slightly from 25 

to 28 million bags of 60 kilograms3 each in the period from 

1930-54 to 1935-39. 

3 Hereafter a bag of 60 kilograms - 132,276 pounds. 
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TABLE ¥11 

WORLD NET COFFIN EXPORTS 
(5-year annual average) 

1930-34 (1) 1935-39 (1) 1940-44 r (1) 1945-49 (l) 1950 1 a) 
Areas 1000 

hags 
1000 
bags 

fa 1000 
bags 

& 1000 
bags 

C>. 1000 
bags 

/or Id 
Total 
Latin 
America 
Brazil 
Colom
bia 
Central 
America^ 
africa 
Asia & 
Oceania 

25,547 

22,640 

14,936 
o3,161 

83.6 

58.5 
12.4 

27,748 

23,875 

1.5,050 
3,954 

86.0 

54.2 
14.2 

22,182 

19,405 

10,809 
' 4,367" 

87.5 

48.7 
19 i 7 

30,462 

26,327 

16.280 
5,430 

86.4 

53.4 
17.8 

29.164 

24.165 

14,834 
4,1-74 

82.9 

50.9 
15.4 

/or Id 
Total 
Latin 
America 
Brazil 
Colom
bia 
Central 
America^ 
africa 
Asia & 
Oceania 

A3,512 

1,335 
1,572 

13.7 

5.2 
6.2 

3,802 

2,251 
1|624 

13.7 

0.1 
5.9 

3,452 

2,406 
370 

15.6 

10.8 
1.7 

3,737 

3,958 
167 

12.3 

13.0 
0.6 

4,188 

4,515 
444 

14.4 

15.5 
1.5 

Sources; (1) - Wiokizer, Coffee, Tea, and Cocoa, p. 4-75 
(2) - U. S. Department of AgrXoulture, Agricul

tural Statistics, 1951, p. 283* 

The loss of European markets during the war affected tho 

coffee trade to such an extent that In 1942 only 18 million 

hags wore traded. A yearly average of 22 million hags were 

traded between 1940-44. With the reopening of markets and 

reorganization of trade routes after 1945, coffee exports 

rose again to the pre-war level and even exceeded them. In 

the 1945-49 period, world coffee exports averaged 30.5 million 

hags. The record year in this period was 1949, with 34.7 

million hags. 

In the composition of world coffee exporters, the Latin 

American countries are hy far the predominant producers, as 

has already been mentioned. Among these republics, Brazil 
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alone aooounted for more than 50$ of the total world exports 

in the periods 1950-34, 1955-39, and 1945-49; during the war 

period (1940-44), however, Brazil's share decreased to 43.7$> 

Colombia is the next important coffee exporter and its per

centage of world ooffee exports has been continually in

creasing. The Central American coffee-producing countries' 

share of world exports has remained relatively constant since 

1950., 

The picture of coffee exports from countries other than 

thoso located in the Western Hemisphere shows a different 

pattern of evolution. The African colonies have been pre

senting a slow but steady increase in their exports. From 

5.2$ of total world exports in 1930-34, African areas in

creased their percentage to 15.0 in 1945-49. In Asia and 

Oceania, on the other hand, the percentage of world exports 

declined from 5.9$ in the pre-war period to 0.6$ in 1945-49. 

The explanation seems to be twofold: the decreased importance 

of the coffee producing areas of Asia and Oceania which were 

adversely affected by the war, and the relative improvements 

made in the .African plantations. 

4It is interesting to note that in absolute figures both 
Latin American (including Brazil) and Brazil's exports de
creased from 1935-39 to 1940-44. But in terms of percentage 
of total exports, Latin America's share during the same 
period increased 1.5$, while Brazilian exports decreased 
(5.5$). This can be partly explained by the increased parti
cipation of Colombian ooffee in the world trade, to changes 
in the Brazilian coffee policy, to shipping problems, and to 
the greater distance of the importing centers from Brazil. 
(Of. supra. Table VII, p. 10). 
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•TRETO OF WORLD COFFSS IMPORTS: World total imports? 

as indicated in Table VIII, decreased from a pre-war (1935-

59) average of 27.6 million bags to 21.7 million bags in 

1940-44. After the world conflict, coffee imports increased 

and even surpassed former periodst the average amount for 

the 1945-49 period was 29.9 million bags. 

TABLE ¥111 

COFFEE HET IMPORTS INTO THE 
PRINCIPAL COUNTRIES 
5-year annual average) 

1935-39 (1)11940-44 (1)11945-49 (1)!19S0b(2) 
'J "i'VVnn"'I' tll VrihW "111 I X000 & TrKfTFT^Ti! Area 

1950-34 (1) 
1000 
bags 

P 1000 P 1000 
bags 
217660 

16,366 

2,634 

2,660 

P 

153TO 

75.5 

12.2 

12.3 

wr§ 

68.9 

20.0 

11.1 

1000 
bags 
28,508 

IS,442 

8,131 

1,937 

im 

64.7 

28.5 

6.8 

v/orld43-
Total 

u. s. 
Europe 

All 
Others 

25,124 

11,891 

11,285 

1,948 

I<TQO 

47.3 

44.9 

7.8 

27,625 

13,873 

11,455 

2,297 

looo 

50.2 

41.5 

8.5 
L 

29,907 

20,605 

5,990 

3,312 

- excluding USSR. 
- estimate. 

Notes: (a 
(b 

Sources: (1 
(2 

- Wiclcizer, Coffee, Tea, and Cocoa, p. 476. 
"* Coffee -Annual, 1951: Pan-American Ooffee Bureau, 
op. cit., Releases nos. 13 and 14; Tea & 
Coffee Trade Journal, July, 1951, p. 51. 

The major portion of coffee imports was absorbed by the 

5The data on imports are somewhat different from those on 
exports. These discrepancies are probably due to changes that 
take place from year to another in both the amount of coffee 
afloat and in the amount landed, but which has not cleared 
customs in the importing countries. In both instances, 
these amounts are registered as exports but not as imports. 
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United Statea and Europe. These two areas together accounted 

for more than 90$ in the period before World War IX, and 

since the middle thirties the United Statos has imported 

more than all other countries combined. The predominant 

position of the United States was greatly accentuated 

during the war, when her coffee imports increased from one-

half to three-fourths of total world imports. Table VIII 

shows post-war .America is absorbing a larger proportion 

(about 65$) of the world supply than during the pre-war 

period. On the other hand, European imports declined from 

4l.5%to 18.2$ of total world imports from 1935-59 to 1940-44, 

and after the war (1945-49) they increased to 20$, which 

is well belcw the pre-war level. 

Importing countries other than Europe and the United 

States show a slight tendency toward increased consumption, 

both absolutely and relatively, but their imports are negli

gible when oompared with the world total., of which they 

represent from 7.8%{1950-54} to 12.3$ (1940-44). The expla

nation seems to be twofold: (a) long established tea drinking 

habit, (as in Asiatic countries) and (b) low standard of 

living (as in African areas). 

OVERPRODUCTION OF COFFEE: Comparing supply and demand, 

' it will be seen that the growth in rate of production in 

the inter-war period was much mora rapid throughout the 

world than that of consumption. This discrepancy was greatest 

during the 5-year period, 1950-54, and although somewhat 



14 

less marked, it continued until the close of World War II. 

A marked disproportion between exportable production and 

imports is apparent from an inspection of the following 

statistical table: 

TABLE IX 

WORLD COFFEE EXPORTABLE PRODUCTION 
AND NET IMPORTS {"CONSUMPTION") 

5-year 
annual 

EXPORTABLE 
PRODUCTION 

NET IMPORTS 
"CONSUMPTION" 

averages in millions of dollars averages 
World total Brazil World total 

1930-34 32.7 24.5 25.1 

L935-39 32.2 22.4 27.6 

1940-44 29.2 15.4 21.7 

1945-49 26.9 12.8 29.9 

Source: WIckTzer, Coffee, Tea arid Cocoa, pp. 476-4?fr. 

Increasing production led to an accumulation of surplus 

coffee in Brazil which caused a severe depression on the 

market and sent prices downward* Tills situation brought 

the intervention of the Brazilian government, which spec-* 

tacularly resorted to burning in order to reduce the supply. 

During the period from 1931 to 1944 a little more than 78 

million hags were destroyed. This would be equivalent to 

qbout two-and-a-half years of world coffee consumption at 

present levels. The tabulation below gives a more detailed 

picture of the statistical evolution of the Brazilian coffee. 
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TABLET X 

BRAZILIAN COFFEE 
(million bags of 60 kg.) 

Years Exportable Exports Statistical Reported 
Production p Surplus Coffee Des-

struotion 
1930 28.2 Ts7T 12.9 
1931 16.6 17.9 - 0.7 2.8 
1932 28.3 11.9 15.4 9.3 
1933 19.8 15.5 4.3 13.9 
1934 29.6 14.3 15.4 8.2 
1930-34 24.5 15.0 9.5 8.6 
1935 18.2 15.3 2.9 1.7 
193$ 20.9 14.2 6.7 3.7 
1937 26.4 12.1 14.3 17.2 
1938 23.5 17.1 0,4 8.0 
1939 23.2 16.5 6.7 5.5 
1935-39 22.4 15.0 7.4 6.8 
1940 19.1 13.0 7.1 2.8 
1941 16.5 11.1 5.4 3.4 
1942 15.8 7.3 8.5 2.3 ! 
1943 13.6 10.1 3.5 1.3 
1944 12.2 13.6 - 1.4 0.1 
1940-44 15.4 1018 2.0 
1945 8.3 14.2 - 5.9 None 
194 6 12.2 15.5 - 3.3 Reported 
194 7 14.0 14.8 - 0.8 After 
194 8 13.6 17.5 - 3.9 aily, 
194 9 15.7 19.4 - 3.7 1944. 
1945-49 12.8 16.3 1 - 3.5 
1950 14.9 14.8 6.1 

Sources: 
Exportable Production: 
The Inter-American Coffee Board, op. cit.. p. 11 (1350-1945) 
Wickizer, Coffee. Tea and Cocoa, pp. 476-477. (1946-1950)' 
Banco do Brasil, S.A., Relator i'o fle 1951. p. 580. (1951) 
Exports: 
Wickizer, The World Coffee Economy, p. 247 and 249. 
(1930-195?! 

,. Coffee. Tea and Cocoa, p. 476-477. (1940-1950) 
Coffee Destruction: 
Inter-American Coffee Board, op. cit.. p. 11. 
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There were two opinions as to the causes of the pre

carious condition of the coffee market. One was the opinion 

of the countries producing "MiIds" (Central .America and 

Colombia)* Since they had always been able to sell all their 

exportable crops, it was contended that there was no ques

tion of overproduction of "Milds", but only of Brazilian 

coffees. According to these countries, the responsibility 

for the crisis lay entirely with Brazil. Cleanly this ex

planation was too narrow. Another explanation was that of 

a situation of im&&r-2,consumption in the world market caused 

by tariff barriers, restrictive quota policies and a growing 

use of substitutes. Actually, the causes of the coffee 

crisis are numerous and varied. Broadly speaking, the coffee 

crisis was part of a general agricultural crisis of over

production and under-consumption, which become especially 

manifest after the First World War. 7 

In this situation, i. e., disequilibrium between supply 

and demand, the alternatives were: to increase consumption 

or to restrict production. The Brazilian Government, in 

acting upon this problem, turned to restriction of produc

tion since it could do little or nothing to influence con

sumption abroad, or to lower tariffs of importing countries. 

It is true that the coffee policy adopted by Brazil 

from the beginning of the century to the late 1920*3 had 

supported the market intermittently; but it did not restore 17 

the balance between world supply and demand, since it was 
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essentially a unilateral trade restriction and Galled for 

no substantial reduction in production. On the contrary, 

the Brazilian policy of price protection caused production 

to increase in most countries and thus deprived this country 

of the fruits of her sacrifices. 



Chapter 3 

FACTORS DETERMINING WORLD SUPPLY OF AM) DEMAND FOR COFFEE 

An analysis cf the nature of the demand for and supply 

of ooffce is necessary for a comprehension of the evolution 

of coffee economy and its problems. The main characteristic 

of the coffee trade has long been a relatively stable demand 

for a highly variable supply of coffee*, 

On the side of supply. there are many determinant factorst 

(a) seasonal fluctuations, such as alternation of large and 

small crops; (b) periodical fluctuations in the size of the 

crop| (duo to influence of external factors* like weather* 

and decrease of increase of the number of plantations); 

(c) other factors, such as av&ilable land suited for coffee 

cultivation* labor supply* quality of management * and supply 

of capital to finance new investments or operating expenses 

of existing plantations* These latter factors may determine 

variations in coffee supply in short periods or in the long 

run. 

On the side of demand* level of per capita income* trade 

barriers* coffee substitutes* and exchange difficulties 

may influence coffee consumption; however, it is difficult 

to ascertain which one is the ciost important or the deter

minant factor* 

FACTORS UvFLUSNCINO SUPPLY OF COFFEE; • Coffee is the 
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produot of a tree with a highly variable yield. It may* he 

said that this variability is presented in two aspects. The 

first consists of fluctuations in annual yields, or what ia 

known as "tree-rotation"• An abundant flowering and large 

crop of berries in one year may exhaust the tree and result 

in a reduced yield the next year. There are also cyclic 

phenomena of periodicity - fluctuations in the size of the 

crop owing to uncontrollable faotors, such as exceptionally 

favorable or unfavorable weather conditions, and fluctuations 

due to additions of new plantings or abandonment of old ones. 

About five years elapse betv/een the date of planting 

and the first significant yield of the coffee tree. Conse

quently, important shifts in the pattern of coffee planting 

are related to anticipations with regard to the market five 

years hence. The coffee grower tends to react slowly to 

attractive prices by planting more coffee-trees because 

large investments are required. It is true that low prices 

discourage no?/ planting, but nothing can be done to control 

plantings made during high price periods: because trees 

continue to yield coffee for two to five decades, or as 

long as the yields are sufficient to cover labor costs and 

other essential cash payments. 

As v/e have seen, weather has been responsible for muoh 

of the short-run variability in the supply of coffee. Cer

tain regions, chiefly In the temperate and on *; the fringes 

of the sub-tropical zones, are particularly subject to frost, 

which can kill the trees. Cold winds which damage the 
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flowering also ooour frequently. The plantations of southern 

Brazil are mostly in these zones. But fluctuations in the 

yields of coffee-trees are caused not only by local weather 

conditions. The coffee tree has a yield cycle of its own. 

In general when coffee trees are rested and the weather is 

favorable, the crop might be exceedingly large. Trees 

exhausted from a heavy yield of the previous season, together 

with bad weather, might yield an unusually small crop. 

This simple situation is sufficient to justify the 

various attempts of the Brazilian Government to control and 

regulate the flow of coffee supplies to market. 

Since Brqzilte production normally accounts for about 

50$ of world coffee production, variations in this country's 

production greatly influence the total amount of exportable 

coffee. The concentration is not only in one oountry but 

mostly in a single state, Sao Paulo. Due to extreme variabi

lity in coffee yields, means of combating this handicap have 

been sought. As green coffee is not highly perishable, 

storage has been one of the favorite solutions. In the 

opinions of many authoritiesr storage improves the quality 

of coffee, provided that the coffee is properly prepared and 

stored at a certain degree of humidity. Brazilian coffee 

especially acquires a milder taste with age. and a better 

appearance when roasted.7 Many attempts h;v/e been made by 

either producers or middlemen and traders in futures contracts 
7 'International Institute of Agriculture, 0£. cit., p. 17. 
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to balance unfavorable consequences of a large supply or 

low prices by storing. But experience has shown that the 

commercial risks involved are high and extreme variations 

of green coffee prices tend to occur* 

Other factors, such as land, labor, capital, and 

management, also influence the supply of coffee* The in

fluence of these factors will be discussed briefly at this 

point, but a further discussion will bo left for a future 

chapter where specific problems concerning Brazilian coffee 

production are studied* 

Land used in coffee production is largely unsuited for 

the cultivation of other marketable crops and it becomes 

difficult to change to other crops when coffee becomes un

profitable* Coffee does not usually compete directly with 

such cash crops as oocoa and rice for land, so very few al- 1 

ternatives ire left to individuals interested in agricultural 

production or to the country having an economy strongly 

based upon coffee* In the past, abundant areas of virgin 

land were available for little more than the cost of clearing 

and making improvements. However, this is no longer true 

and the use of fertilizers is necessary. Accessible areas 

in Sao Paulo, the largest Brazilian coffee-producing state; , 

are definitely limited and will not permit that state to 

maintain its present tree population (except by replanting 

in soils enriched by fertilizers which, even so, will only 

bring partial restoration8)* 
®C. A* Krug, "Hew factors in Coffee Production", Coffee and 
Tea Industries and The Flavor Field, Ian., 1955, p. 20. 



Under the existing methods of cultivation, coffee pro

duction requires an abundant supply of labor to care for the 

trees, and on a large plantation, in harvest season, additional 

labor is hired since the crop is perishable.9 But, at present, 

the Brazilian ooffee industry faces intense competition from 

other local industries for labor. 

Labor shortage is accentuated by inflationary rises in 

living costs coupled with the reluctance of plantation owners 

to adjust monetary incomes of coffee workers. Hence, it is 

not strange to find that many workers have changed to more 

pleasant and remunerative types of work. 

Since coffee berries ripen over a short period of weeks, 

they must be harvested during this period; but coffee is a 

commodity for which there is a year-round demand and th© 

year-long selling season. Consequently it brings about pro

blems of market distribution. Vast quantities of green 

ooffee must be stored during non-harvest months so that 

they will be readily available whenever and wherever needed. 

Thus the problem of storing coffee involves related problems, 

such as the cost of keeping coffee stored until the time 

for sale, and the necessary means to finance the next crop 

and harvest and prepare the berries. The grower, therefore, 

is dependent upon public or private agencies to furnish credit 

9Available information indicates that in Brazil, during 
relatively good crop years, about one man-year of labor is 
required to produce about 15 bags of coffee for export. 
(Of., The Inter-American Coffee Board, og. cit., p. 18.} 
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for operating expenses. The financial problem is not only 

confined to short-run credit hut also to new investments. 

Due to the long abandonment of ooffee plantations, new 

capital will be required to partially restore damaged 

plantations (either by fertilizing or replanting). However, 

the chronic inflation in Brazil makes difficult any calcula

tion of the capital necessary for these purposes. This is 

not the only factor hampering the coffee industry. Invest

ment in urban real estate is attracting a large volume of 

capital funds. Profits in some industrial and mercantile 

activities are high, attracting disposable funds and thus 
10 competing with agricultural investments. 

The entrepreneurial and managerial factors which today 

are important elements in a successful enterprise present a 

problem in Brazil, The larger plantations frequently belong 

to absentee owners who entrust supervision to resident 
11 managers. x It is said that these employees do not obtain 

adequate salaries in relation to their position and respon

sibility. The problem of securing competent managers is 

even more serious on plantations of medium and small size. 

Y/ith these considerations in mind, it is not strange that 

the coffee producing industry has a tendency to delay and 

limit the adoption of new, improved cultural practices. 

10The Inter-American Coffee Board, op. pit.', p. 17. 

3-3-Idem. 
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FACTORS B-imfBHCIHG THE DB?!AND FOB COFFEE; For the last 

twenty years, the trend of per capita coffee imports into the 

United States has shown a steady and almost continuous rise. 

This is clearly demonstrated in Table no. XI. 

TABLE XI 

TOUTED STATES PER CAPITA GREEN COFFEE IMPORTS 

Periods Pounds Periods Pounds 

1930 13.76 1940 15.51 
1931 13.94 1941 15.72 
1933 11.89 1943 13.77 
1933 13.53 1943 12.55 
1934 11.97 1944 16.31 

1930-34 12.63 1940-44 14.77 

1935 13.71 1945 16.76 
1936 13.52 1946 18*92 
1937 13.13 1947 18.03 
1938 15.23 1948 18.31 
1939 15.24 1949 18.34 

1935-39 14.17 1945—49 18.07 

1950 16.00 
1951 16.30 

Sources; Qoffes Annual 1951. "World Production 
Issue"9 1951, p. 151 
1950 and 1951 data from The National 
Food Situation, U. S. Dept. of Agri
culture, Jan-.-March, 1953, p. 4* 

Unlike production, coffee consumption does not vary 

much from year to year. There are, however, some short-term 

variations between consumer demand for blended and .roasted 
coffee^ and the amount of green coffee imported. 
•^In thisstudy, and particularly in this part, coffee is 
regarded as an homogeneous commodity. In order to present 
facts concerning demand for coffee, it is necessary to ig
nore the different types of coffee produced and marketed. 
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Data 011 visible green coffee stocks in the United 

States indicate that inventories are accumulated when whole

sale prices decline to a low level, and that the opposite , 

effect occurs when prices reach a peak. The following table 

shows clearly the close relation between the movements of 

coffee stocks and their uespeotive prices (see columns "d"t 

"en, and nfn). In effect, then, importers tend to maintain 

a sustained demand^ for coffee when supplies are plentiful,, 

and to reduce demand through releases of their inventory 

holdings when coffee supplies run short. 

TABLE XII 
U.S. COFFEE SUPPLIES & WHOLESALE COFFEE PRICES 

Year SUPPLY PRICES 
ieginning Imports Total Ending Santos Mani-
30mm'1(a) (b) Supply Coram * 1 No, 4 zales 
3tooks 

(b) 
(o) , stocks(d (o) (f) 

, million pounds i U.S. $ .per pound 
1955 94.6 1752.0 1846.6 130.4 8.9 10,3 
1936 L30.4 1739.7 1870.1 101.4 9.5 11.3 
1937 101.4 1699.1 1800.5 78.1 11.1: 11.6 
1938 78.1 1984.9 2063.0 120.6 7.6 - 11.0 
1939 120.6 2007.6 2128.2 160.1 7.5 11. • 
1934-59 105.0 1836.7 1941.7 118.1 910 14.3 
1946 160.1 2050.1 2210.2 152. 1 "T.2 B.i 
1941 453.7 2255.7 2709.4 552.6 11.4 15.2 
1942 552.6 1720.1 2272.7 197.5 15.2 15.9 
1945 197.5 2193.1 2590.6 466.0 13.4 15.9 
1944 466.0 2602.9 3068.9 604.7 15.4 15.9 
1940-44 366.0 2164.4 2530.0 394.7 11.8 14.3 
1945 604.7 2704.2 5308.9 643.7 13.4 lb.9 
1946 643.7 2681.5 3325.2 515.1 18.7 21.7 
1947 513.1 2456.5 2969.6 456.3 36.4 29.7 
1948 456.3 2755.6 3211.9 505.7 . 26.8 32.5 
19.49(1) 503.7 2907.9 5411.6 549.0 31.8 37.3 
1945-491 544.3. . 2701.1 3245.4 533.2 23.4 27.4 

l^Deiaand for coffee in this case is based upon United States 
statistics, The general conclusions which can be drawn from 
this information are significant because this country is 
by far the largest importer and consumer. 
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Sources: 
Supply: Utilization of Farm Crops: Prioe Spreads -• 

Coffee« Hearings on 8. Res. 36 and S. Res. 19S 
U. S. Senate Subcommittee on Agriculture and 
Forestry, 81st. Cong. 2d. sess., part 3, 
pp. 1193-1196. 

Prices: Wickizer, The World Coffee Economy, p. 249. 
. Coffee. Tea and Cocoa, p. 477 

While the commercial demand for raw coffee is not 

stable the consumer demand has not been strongly responsive •} 

to changes in prices or in purchasing power .within short 

periods. (It should be remembered that coffee for many 

people of rigid consuming habits is not easily replaced by 

any other beverage in spite of higher prices.) However, 

in the long run, coffee consumption may be influenced by 

general economic conditions. Graph no. 1 shows that the 

present considerably high and constant level of coffee 

consumption in the United States can be partly explained by 

the fact that, in spite of increasing per capita coffee 

costs in reoent years^ the percentage of per oapita in

come spent for coffee is still below the level of 1930-33. 



GRAPH No. 1 

Source: £f., Appendix C, p. 168. 

Comparing per capita coffee coats with per capita 

income in the early the rate of decrease of the 

former is much greater than that of the latter. After 1932^ 

however, per capita income increased almost steadily, while 

per oapita coffee costs remained more or lees constant till 

1943, after which they increased rapidly. By dividing per 

capita income into per oapita coffee costs, it is possible 

to show the percentage of income spent for coffee. The 

graph shows that this percentage decreased from 0.9^ in 

1951 and 1952 to 0.4^ in 1943 and 1944,^ due almost entirely 
^Figuresfor this period are somewhat distorted because 
coffee war rationed in the U. S. during November, 1942 and 
late July, 1943, which established 10.4 pounds per capita 
per year. 
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to the increase in the per capita income. From 1945-1950,, 

the percentage spent for coffee increased to 0.7, which 

is comparable to 1934-35 when the same level prevailed, but 

still belov; the level of 1930-33. 

The period considered (1930-50) is very short to draw 

definite conclusions in relation to the trend of coffee 

demand and the factors whioh might influence it. But per

sistently low prices of coffee over a long period when per 

capita income was increasing may account for the high per 

capita consumption of coffee. 

Graph no. 2 compares retail price indexes of food and 

roasted coffee, together with per capita net coffee imports. 

In the 1930-33 period food retail price indexed declined from 
\ 

126.0 to 83.1. The index then increased during 1934 and 

1935 to 100, and varied little from this level through 1941. 

In 1942. tie food index rose sharply with some tendency to 

stabilise in 1943-45. But again, the index increased from 

139.1 in 1945 to 210.2 in 1948. The retail prioe index of 

roasted coffee show a similar pattern; however, coffee price 

movements tend to lag behind those of food, but once a certain 

trend is fixed, coffee prices seem to fluctuate more widely. 

For example, while food prices were increasing In 1940, 

roasted coffee prices were still declining. The reverse was 

true at the close of World War II when roasted coffee increased 

l^Net import - total imports loss reexports and army con
sumption. For the purpose ofsthis study net imports are con
sidered as consumption. 
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more rapidly than food. 

GRAPH NO. 2 
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The roasted ooffee index declined almost steadily from 162*4 

in 1930 to 87*6 in 1940. Then it rose steadily to 117 in 

1942. and stabilized around 125 from 1943 to 1945, but in 

1946 it rose sharply to 183.5, and to a peak of 229 in 1949. 

Comparing per capita coffee consumption with the retail 
* 

prioe index of roasted coffee, it appears that all the changes 

in prices did not strongly affect the level of consumption. 

(The low level in 1942-43, 10 pounds, was due to rationing 

and shipping difficulties.) Per capita coffee consumption 

increased slowly and irregularly from 10 pounds in 1932 to 

19 pounds in 1946. In late years (1947-49) there has been 

some decline but not more than 4.4^ in relation to the 1946 
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level. 

It would appear on the basis of this evidence that 

coffee consumption is relatively insensitive to price changes. 

Referring back to the conclusions drawn from graph no, 1, 

it may be said that price changes in roasted coffee have not 

appreciably affeoted coffee consumption because per capita 

income in this whole period (1932-50) has been increasing. 

Conclusions with respect to ooffee consumption in the 

United States are unique to a considerable extent, and in 

discussing consumption in other countries several differences 

need to be noted. In the first place, low living standards 

affect consumption adversely, Then there is the absence of 

free markets. Coffees produced in colonial areas of Africa, 

Asia or Oceania tend to be exported to the market of the 

respective governing country. Heavy tariffs on imports of 

coffee are common in some European countries, and it is 

common to give preferential duties to colonial ooffee and, 

therefore, increase the opportunities for such coffees in 

relation to coffee of other origin. In addition, coffee 

meets with strong competition from other beverages in many 

European countries, as for example, tea in England, wine in 

Trance and Italy, beer in Germany and imitation ooffee 

(mainly adulterations). The instability of currency in many 

European countries tends to limit the expansion of coffee 

consumption in those countries. The Latin-American coffee-

growing countries tend to prefer to export to hard currency. 
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countries and for this reason the soft currency countries, 

like those of Europe, are either unable to procure coffee 

or are forced to reduce imports* There have been several 

attempts to solve this problem, such as barter agreements 

and the Economic Recovery Administration (liarshall Plan) aid* 



Chapter 4 

COITCLIFCIOJTS 

The analysis of the world oof fee industry has shown 

that this commodity has passed through frequent periods of 

instability. Historically the chief problems of the coffee 

economy have been mainly those of the producer rather than 

those of the trader, distributor, or consumer. 

Coffee production is marked by appreciable annual and 

periodical fluctuations, Those fluctuations may have been 

accentuated by a heavy concentration of production in one 

country - Brazil, which exports about 50^ of the total out

put, Consequently, whereas the concentration of coffee pro

duction in one area will limit appreciably the possibility 

of balance between supply and demand, the variability of the 

size of crops hamper that adjustment and makes it difficult 

to predict with any degree of precision either Brazil's 

output or the annual world output. 

Wide variability in supply together with relatively 

inelastic short-run demand had let to adcumulation of large 

surplus stocks, which weigh heavily on the market and cause 

prices to fall. In order to neutralize the effects of dis

equilibrium between supply and demand, several control plans 

affecting the production and distribution of coffee have been 

adopted and put into practice by Brazil, the largest coffee 

producer. 
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Up to this point, only general aspects of the coffee 

trade have been discussed. In the next part the reader will 

find a more detailed study of Brazilian coffee production 

and trade. 



PART II 

BRAZILIAN COFFJSE INDUSTRY 



Chapter 5 

3QLS3 ASPECTS OF COFFEE OHOWBTG AHD IIARIOTIHG 

SPECIES; rf.Pi.ig,> aid MARKET NATSBS OF COFFEE: All the 

coffees grown in Brazil are from the "arabica" apeoie; how

ever, the trade makes a broad distinction between coffee 

produced in Brazil and all other coffees. Commonly, but 

arbitrarily, they are desoribed as "Brazils" to distinguish 

from the "iiilds" of the other countries, regardless of 

species and variety. Other classifications are also used: 

"hard", "soft" or "strictly soft". Referring particularly 

to Brazil, the characteristically "hard" flavor is generally 

associated with coffee grown within the states of Rio de 

Janeiro and Espirito Santo, and the "soft" flavor is charac

teristic of coffee grown mostly in the state of Sao 'Paulo, 

exported through the port of Santos. Among "Brazils", the 

"soft Pantos" is generally considered the best known in Brazil, 

and of"the "Santos" coffees, the best known in the trade is 

the ."Bourbon"• This type of coffee has groat utility in 

blending;since it can be used with the "milds" to reduce cost 

of the blend without altering the flavor desired. "Hard" 

coffee is low-quality and low—priced. Its penetrating 

flavor Will affoct the blend, even in a small quantity. This 

"hard" flavor is considered by some as due to peculiarities 

of the soil or climate. But many other authorities find the 

cause in improper methods of preparation of the coffee-berries. 

Considerably more than half of Brazil's coffee pro-
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duct .ion falls into the "ordinary" Qiaos of coffee, thereby 

commanding middle to low prices. A small part however compares 

with types produced in other countries whose coffees are 

classed as "miIds". 

Mild ooffQO is now the has© of all important blond3, 

which are produced by Colombia, Central America and other 

South American countries, plus a small output of Arabian 

Coffee and African coffee produced in Kenya. Milds are 

also identified by numerous varieties, countries of growth, 

and regions. 

METHODS OF CULTIVATION: Although it is dangerous to make 

generalizations, coffee planters in general have not taken 

full advantage of modern agricultural science and techniques. 

The causes are many. Usually plantations are started on newly 

cleared virgin land. Uhen plantations beoome economically 

unproductive^ they are abandoned and new plantings are estab-
1 lished on other virgin lands." Tills allows for extensive 

methods of cultivation. Brazil* which is by no means an 

^Qf the cultural region^P. E. Janes calls the Southeast 
(Kio de Janoiro, Minas Corals, southern Bspirito Santo),he 
says: "Its present character is built of a series of periods 
in which different connections to the resources of the land 
were successively established. One speculative cycle aftSr 
another has swept ovor tho region.•.The agricultural cycles 
were, successively, those of sugar cane, coffee, rice, and 
oranges...Coffee3 which was once widespread in Minas Gerais, 
has now largely disappeared from the Southeast, concentrating 
chiefly in Sao Paulo.,.The destruction of land in this part 
of Brazil as a result of uncontrolled, speculative use... 
(can be appreciated through the) rows of dead coffee bushes 
planted up and down the steep hillsides, tho land once 
fostered, now covered with weedy pastures...Coffee was the 
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exception, has continued the use of traditional methods of 

cultivation and processing throughout the years with very 

little application of recent improvements in agricultural 

scienoe. This situation may he explained by a feeling of 
>. 

coffee-growers in times of prosperity that improvements 

ore unnecessary, while In times of depression they are re

jected because of their cost. Economically, however, this 

system has disastrous consequences, especially during depression 

periods. Besides depriving the inhabitants of many indispen

sable foodstuffs and raw materials, it must lead, sooner or 

later, to overproduction and crisis. 

Cultural Practices: Coffee cultivation in Brazil started 

as early as 1725 in the /toazon Valley, in the states of 

itaiasonas and Para'. In 1825-35 it' appeared and developed in 

the state of Sao Paulo. Coffee production is now found in 

several states of the Federation: Pornambuco, Bahla 

(northeastern part of Brazil); Hinas Corals, Rio de Janeiro, 

Esplrito Santos (southeastern part of Brazil); Parana and 

Sao Paulo (southern part of Brazil). In general it may be 

said that the principal coffee areas-are located in the 

basis of settlement in Sao Paulo. The period of speculative 
gain in coffee began about the middle of the nineteenth 
century, and ended in 1950...First the plantations were in 
the most accessible places...As coffee cultivation moved * 
westward into the woodlands in remote parts of the state. 
there was widespread abandonment of the older plantations," • 
P. 3. James, "The Cultural Regions of Brazil"* Brazil. 
Portrait of Half a Continent, ed. by T. L. Smith and"""A. I.lar-
chant, 195X, pp. 86-103. 
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plateau of the Central-South of Brazil where there Is an 

abundance of reddish clay soil particularly suited to coffee 

cultivation. The altitude is, seldom less than 1,800 feet 

above sea lovel and ranges up to 4,000 feet. As a rule 

coffee treos produce full crops up to their fifteenth year, 

although some trees have given a paying crop for 30 or more 

years. 

The coffee plant is usually grown from seeds selected 

from productive trees. There are two methods of propagating 

coffee: one is sowing the seeds in seedbeds from which the 

seedling is transplanted to nurseries and after two years from 

thence to its permanent location; the other method is tho 

direct sowing of the seeds in holes already prepared where 

the mature tree will stand, Brazilian planters generally 

follow the latter method - sowing in the permanent location, 

A handful of seeds is tossed into each hole; this will pro

duce three to six trees in the some spot, from which three 

or four will be retained. In both systems shading is necessary 

to protect the young trees from the, rays of the sun. 

In Brazil, flowering commonly starts three years after 

sowing, but production is not of real value until the fifth 

or sixth year. Production then increases until the fourteenth 

to the eighteenth year, after which it slowly decreases. 

The yields per tree have gradually declined as coffee growing 

has migrated to poorer soils. In the soils of volcanic 

origin, such as torfa roxa, treos become .exhausted after 30 

to 40 years, while in the terra massGne, 50-and 60-year—old 
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2 plants are still in production and in Good condition." But 

thoso soils have been largely plantod and aro now being 

rapidly depleted. Is a consequence coffee plantations are 

moving to sandy soils which are loss productive. In General, 

the average longevity of Brazilian coffee trees ranges be

tween 35 and 40 years, if planted in good soil. 

A3 a rule, the coffoo plantation is dedicated exclu

sively to the culture of this plant.° However, interplanting 

may be practiced in oases of depression, frost, or while 

awaiting maturing of the coffee berries. Interplanting in 

those cases is for revenue rather than for shading. Some 

Central and South American countries employ shading methods 

to protect the coffee trees against'the direct rays of the 

sun by means of interplanting with appropriate larger trees. 

Shading, however, is not very common in Brazil^ where its 

advantages are considered questionable.^ 

The coffee plant must be kept carefully pruned, not 

only to reduce its hei iit and thereby simplify the picking 

of the coffee berries, but also to make it more productive. 

2International Institute of Agriculture, on. cit•, 1947, p. 64. 

®The coffee plantations mainly in the Sad Paulo and Parana 
states became very much specialized. The whole crop is pro
duced for the market and net for domestic consumption. Con
sequently the product is tied up with the world market. 
(Of. J. P. Uormano, Brazil, A Study of Bconomio Types. 1935, 
pp. 39-41. 

-Cf. , C. I.:. Franco, "0 Probl'ema do Sombreamento dos Cafezais 
em 3so Paulo"..0 Dstaflo de Sao Paulo. June, 24, 1948. 
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But Pruning is not a common practice on Brazilian plantations 

because of high labor costs and/or low prices for coffee, and 

the plant does not generally receive proper care# 

Brazil's huge annual crop of coffee is harvested only 

once, when most of the Sherries are ripe. The system used 

is the simplest and most destructive one: coraplete stripping 

by hand of each branch of the tree in one operation, after 

which cherries of all kinds, twigs, trash, and dirt are 

swept up, and later separated in the washing tanks# 

The crop routine varies in the different regions - from 

the tropical north to the temperate southern border of the 

coffeo zone - but usually there are three distinct flowerings 

and sometimes four. The September-October flowering is the 

most important as the berries mature at the most favorable 

time for harvesting. Picking starts as soon as possible 

after the rain ceases, generally in Hay, and covers a period 

of about six months® The preparation processes immediately 

follow picking. Shipments to ports begin in July, and the 

crop> or marketing year, runs from July 1 to June 30. The 

heaviest shipments are generally in December and January. 

Brazil's extensive estates and the shortage of labor 

have led to the adoption of methods which do not allow a 

selective gathering. It is true that a complete stripping 

of the branch reduces the hand labor but it may require much 

more time for separating berries from impurities. Moreover, 

the next year's yield may he greatly reduced because many 



of the young branches are damaged. 

Coffeo is one of the tropical plants noat susceptible 

to diseases and insect attacks, which may destroy whole plan

tations or greatly roduco their output, Brazilian coffee 

plantations have been attacked by a variety of pests and 

diseases. Coffee trees have suffered considerable damage 

from the coffee-bean borer (stephanoderes}5, which leaves 

a residue in the holes of the beans that is damaging to 

flavor. Lately, in 1940, in 1944, and even at tho present 

tine, coffee plantations have suffered a more or less periodic 

infestation of the borer, v:hich has attracted the attention 

of the government. Tho extent of the damage caused by this 

pest has been somev/hat exaggerated; however, no reliable 

records of its actual effect are available.0 

Preparation for the Market: Immediately after picking, 

tho cherries are subjected to a complex treatment to obtain 

commercial coffee. The beans must be freed from their 

different coverings - pulp, parchment and the silvery skin -

before they can be cleaned, graded and bagged. Inadequate 

methods of preparing cherries for market nay destroy or harm 

coffee grown under the best of conditions and with all proper 

care during its cultivation. 

There are two processes for treating the cherries: tho 

washed.or wet and the unwashed, natural, or dry methods. 1 } "*•—" j 1 1 / y 

5 Known in Brazil as Broca. 
g 
"Exportagao de Cafe" Brooados", 0 Bstado de Sao Paulo, 
December 12 and 50, 1948. 
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Tho dry method, most commonly used in Brazil, is the 

simplest and cheapest. The equipment used may be reduced to 

a very primitive apparatus. Although this, method allows 

nixed cherries in different stages of ripeness to bo treated 

v/ithout grading before drying, it is only practicable in 

regions where the dry season is long enough to cover the 

period of harvesting and drying. 

Tho various operations in the dry method nay bo summed 

up as follow^: 

(a) washing-grading 

(b) drying; 

(o) hulling* 

(d) clcanin, -grading. 

Vfashing-Qrad 1 ng. This is a preliminary operation common 

to both methods. The cherries are washed and graded in 

running water, according to their density, and the extraneous 

matter is carried away. (The ripe cherries accumulate at 

the bottom of tho tanks, while tho green or withered cherries 

float on the surface.) 

Drying. The washed cherries are then submitted to a 

drying process so that the water content of the fresh cherries 

can be reduced. Broadly, there are two methods of drying; 

natural and artificial, natural drying is the simplest and 

the cheapest: the cherries are exposed to thG action of the 

sun in thin layers on a flat surface (drying ground)- and 

constantly turned: ih order that evaporation may be uniform. 
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This system loaves the grower too much at the mercy of the 

weather. In regions where the weather is often changeable 

during harvest season, artificial drying is adopted. Frequently, 

this process is an indisponsible complement to sun-drying, 

/artificial drying is quicker than the natural drying, the 

latter taking about 15 to SO days and sometimes longer. 

However, hot air dryers are less used because of the high 

cost of the apparatus and heating. 

Hulling. Hulling frees the beans from their dried 

pulp and parchment. Various machines are usod in this opera

tion. Polishing, which is a supplementary operation to 

hulling, makes the beans shinier. 

Cleaning-grading. As hulled coffee is a mixture of 

different sized beans still containing many impurities, it 

must be cleaned and passed through special machines, which 

separate the good beans from the broken, spotted and damaged 

ones, and then graded according to shape"and size. On small 

plantations this operation is usually done by hand. 

The wet .method, used mostly in Colombia and Central 

American coffee-producing countries, is more expensive and 

complex than the dry method. It is only possible if there 

is a sufficient supply of water and fuel available. Also, 

the cherries must be fresh, full, and equally pipe. The 

different operations are as follows: 

(a) washing-grading * 

(b) pulping: 

(c) fermenting and washing of the pulped coffee 



4:4i 

(coffee in parchment)* 

(d) drying; 

(o) peeling off the irohment 

(f) cleaning-grading• 

Operations (a), (d), (e), , ud (f) are common to both 

methods and have been dealt with above# 

Pulping# At this stage tho pulp is separated from the 

parchment by special machines called pulperst which leave 

the coffee in tho parchment $ enclosed in a sticky covering 

which is removed chemically or by fermentation and washing# 

Fomentation and washing# ' Fomentation is the usual 

means of removing the sticky eoverCing# After the fermenta

tion, tho coffee in the parchment is washed and then dried, 

usually artificially# Thereafter, procedure and apparatus 

are tho same as in the dry method# 

Brazilian coffees are still mostly unwashed, that is, 

prepared for the market by the dry method# However^the mild 

"arabica" coffees produced outside Brazil aro generally 

washed, which is preferred by the trade because it gives the 

coffee a more uniform appearance# Washed coffee definitely 

dominates the market and commands higher prices than coffee 

prepared by the dry method. Yet, opinions on the merits 

of the two different methods are contradictory# 
explained, 

The use of the dry method in Brazil is partly^by a lack 

of abundant water .supply, partly because of tradition and 

routine, and perhaps, in the case of small and average plan
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tations, duo to lack of capital# However, there aro some 

technical reasons which make that method more used, he 

should recall that harvesting in Brazil is done all at 

once, all cherries being picked regardless of their maturity. 

The dry method allows for mixed cherries in different 

stages of ripeness to bo treated in separate lots at a time# 

The preparation of the coffee cherries for the market 

is generally done in the producing centers, that is, on the 

plantation# Large investments of capital are required to 

go through the different stops of processing, from the culture 

of trees to the transportation to exporting centers# The 

need for large investments, capable management, and specia

lized labor, limit considerably the opportunities for small 

farmers to get into the coffee industry# This fact, to a 

certain extent, explains why coffee is generally raised on 

medium to largo size estates/*7 known as plantations (fagendas), 

which are communities in themselves, with houses for the 

According to V# D. Y/ickizor (The V.'orld Coffee Economy. 1943, 
p. 94) "The size of a coffee plantation is a relative matter# 
In Sao Paulo almost half of all coffee trees in the state 
are found on estates having from 50,000 to 500,000 trees each, 
but over half of the estates have fewer than 10,000 trees 
and less than two dozen have a million trees or more. 

"•..the largest fazenda in the state of Sao Paulo, [con
tains] sono five million coffee trees. Here, at one of the 
four rail centers on the fazenda, six acres are devoted to 
the drying area, where coffee cherries are spread##." Y/arren 
Eramerling, "A young U. S. coflfeo man visits Brazil", Coffee 
and Tea Industries and, the fflavor Field. Vol# 75, no# 11, 
llovember, 1950, p. 79. 
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workers , churches and schools and some with well-equipped 

mills. There is so$e tendency to concentrate the prepara

tion of coffee for the market into large units, which reoeive 

the coffee from nearby small farmers. 

There are substantial differences between the coffee-

growing states within Brazil. Sao Paulo is the most pro

gressive in methods of cultivation and preparation. From 

the standpoint of natural conditions, this state is the 

most favored (with abundant red soil). But even within a 

state, there are differences between the old and the new 

plantations. 

Grading System. The care with which coffee is graded 

influences its price. Better and more uniform roasting 

results when beans are of the same size. Stilly it is not 

possible to evaluate the quality of drinking coffee by any 

mechanical grading system; it is necessary to resort to cup-

testing methods. 

In Brazil, grade is determined by inspecting an aver

age sample of a given lot. The gjyios run from 1 to 8 or 9. 

No. 1 implies perfection; the average grade of ooffees 

harvested in Sao Paulo is Ho. 5. 

PISTRIBUTI011 OF OQPFBE. ' In Brazil, the first step to

wards the distribution of coffee is its sale and delivery by 

the producer (fazendeiro) to the nearest concentration center 

(Santos, Kio or Paranagua), where the sale is registered. 

In these ports coffee is rebagged, marked with the correct 
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grade, and stored In warehouses to await loading and ship

ment overseas. Sometimes final cleaning and polishing, as 

well as resacking, are done at these ports of shipment. 

Brazilian ooffee is shipped in bags of 60 kilograms 

net, or approximately 132 pounds. Stocks may be stored in 

warehouses in the coffee-importing countries, at Santos and 

other export ports of Brazil, In interior warehouses in pro

ducing zones, and at the point of production. In Brazil, 

the general practice has varied, An important question 

arises: How long can coffee be stored? It is not possible 

to give a definite answer, but under favorable condi

tions green coffee may be stored for several years without 

appreciable deterioration. • It depends upon conditions of 

storage, the manner in which the ooffee has been prepared 

for market, and temperature. 
o 

Deliveries at the ports are oarSfully regulated. 

Coffee may not be rushed immediately to the port, but the 

Regulation of deliveries at the exporting centers started-
in 1922, when the Federal Government established the "Com
mittee for Coffee Control and Protection" (Of. infra, p. 61 ). 
An article in the New YOrk Herald Tribune stated that "Brazil 
regulates exports so carefully that Kio's Export trade group 
recently complained that for every shipment of coffee 165 
signatures from 20 different offices were required. The 
group said it took a minimum of eleven miles of walking to 
get [the signatures].... 

"[Brazilian Government regulates) coffee shipments over 
the entire year and [thus] prevents the bulk of the crop from 
descending on the congested ports within a short period. Last 
year [1952] Brazil's 15,821,015 bags were handled In such a 
way that no less than 958,000 bags and no more than 1,627,000 
were shipped in any one month." "Brazil Holds Rank as Chief 
Coffee Producer, Growing Half of World Crop", Hew York 
Herald Tribune, March 16, 1953, p. 60. 
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interior buyer or grower must apply for his interior shipping 

permit and wait his turn in order to prevent the port's con

gestion and to help maintain a more steady price range through

out the year. 

In general, tho interior buyer or grower sells his 

coffee to one of the large exporting firms at the port of 

Santos, and it is these firms that actually make the sale 

to the United States and arrange the neoessary shipping 

details. 

The coffee is sold on what is known a3 an 0. B. 

(shipping point) basis. The exporting firms usually have 

an importing agent in each of tho major coffee ports in the 

United States, such as New York, New. Orleans, and San 

Franoisco, and these firms pass along the cabled offers to 

the interior roaster, either directly by telegram or tele

phone.. or through a local broker. There are two possibi

lities: offers are accepted by roasters from agents, acting 

only as such, or offers are taken by importers, who will 

later resell this coffee to roasters. The agent generally 

receives a 1$ commission from the exporter in Brazil, and 

usually if he finds it neoessary to deal through a local 

interior broker, he divides the commission with him. The 

commission varies,however, depending upon how competitive 

the market is, and sometimes the agent operates on a commis

sion as low as § of 1$, or as high as 1-J$, which is the 

maximum fixed by Brazilian law. 
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All insurance of ooffee while afloat is covered by the 

buyer, who also pays the freight. Thus, the cost of coffee, 

accepted on F* 0. B* basis, is subject to the added cost of 

freight and insurance while afloat* These inclusive costs, 

plus landing charges and loss in weight while en route, 

constitute coffee costs before roasting* 

The normal trip from Brazil to New York takes two or 

three weeks, and because of this long ocean trip freight 

rates are. an important faotor in the ooffee market* 

After the coffee arrives in a United States port, the 

necessary documents must be presented for clearing the coffee 

through customs, and for inspection by food and drug in-
• 

spectors* The customs inspectors must be sure that coffee 

meets a minimum standard fixed by the Government, not 

lower than type 8, and in sound condition* 

After the coffee is roasted and packed, it follows one 

of two courses depending upon the policy of the roaster* It 

is either sold and shipped directly to the grocer or it may 

be shipped to a local jobber, usually a wholesale grocer, and 

the individual grocer buys from him* 

All coffee enters the U* S* free of duty, but most 

consuming countries more or less tax ooffee imports, often 

having discriminatory tariffs* 

^lends: Coffee is by no means a homogeneous commodity* 

Although a beverage may be made from any coffee, in the 

commercial coffee world the product sold to the ultimate 
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consumer is usually a blend* Blending is necessary to har

monize the widely varying characteristics of different coffees 

in order to produce a desired flavor* The most marked develop

ments in the coffee industry have been those in roasting, 

blending, packaging, and especially brewing* Consumption 

has been stimulated more by progress in preparing green 

coffee for final consumption than by improvement in the raw 

product itself* 

The composition of any given blend of coffee is usually 

a closely guarded trade secret* Standard good brands of 

coffee in the U. S# are blends of 15 to 40 percent of mild 

Colombian or Central .American coffees {high-quality coffees) 

with good Brazilian coffee. The formula of a blend of coffee 

is never rigidly fixed because the roaster is dependent 

upon the following factors; 

a) Price of green coffee. Changing price differentials 

between coffee types or grades may require formula changes 
9 

in order to adjust costs of the product* 

b) Supply* Roasters are entirely dependent on their 

supplies of coffee in order to keep the same proportions of 

the various coffees used in their blends. However, coffee 

supplies are subjected to influences of various kinds, 

(methods of cultivation and preparation) which might affect 

%ickizer, the World Coffee Economy, pp. 52-33* 
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the quality of coffee and force changes in the formula of 

a blend. 

While changes in blend composition necessitated by 

variations in availability and price of blending coffee have 

little short-term significance (except to the merchant), 

over longer periods cyclical changes in supply and prices 

induce significant modification in consumption habits.***0 

10 
Ibid, p. 34. 



Chapter 6 
V. 

COFFEE COSTS 

The cost of producing coffee is hard to determineysince 

it varies greatly from one section of the country to another, 

and even between two plantations within the same municipality. 

It depends upon the quality of the soil, the efficiency of 

the available supply of labor, the quality of management, 

improvements on plantations, the extent to which modefcn 

equipment is used, and principally"upon the yield of each 

plantations Farm accountancy is still little known on most 

plantations, and the studies published on this subject are 

either too old or else unsatisfactory because of insufficieht 

data or contradictory information. Owing to these limitations, 

it will be possible to make only a few widely accepted 

generalizations concerning production costs. 

Broadly speaking, unit costs of production vary with 

the size of the crop: pOor yields raise unit costs while 

high yields tend to lower them. Uncertainty and high varia

bility of yields from year to year tend to affect growersf 

profits in an exaggerated manner. 

One basis for estimating costs of production is the 

yield of the coffee tree. The tabulation below shows that 

since the early 1930*s there has been a steady decline in 

the total number of coffee trees in Brazil (actually pro

ducing) with a corresponding decline in yields. Low coffee 

prices was the main factor responsible for abandonment of 

plantations and declining tree population in the period 



53 

from 1930 to 1944. Howevert during the period from 1945-

49, output increased in spite of a decline in the number of 

coffee trees in production* which in the author's opinion: 

can be attributed to the fact that when prices became more 

attractive, many growers took better care of trees that had 

previously been neglected. 

TABLE XIII 

BRAZIL? NUMBER OF COFFEE TRESS AND AVERAGE YIELDS 

5-year 
annual 

Production 
(a) 

Humber of (b) 
coffee trees 

Average yield 

average 1000 bags millions kg/1000 trees 

L930-34 26,336 2,808 562.7 

1935-39 22,450 2,737 492.2 

1940444 14,494 2,371 366.8 

1945-49 15,748 2,099 450.2 

Sources 
£L £ Inouerito do Senado Amoricano. 1950, p. 9* 

(b) D.~*R. Bishop, Brazil? Agricultural Products 
arid Trade Statistics. April, 1951, p. IS. 

In computing production costs, allowance should be made 

for interplanting; that is, the growing of catch crops {maize, 

vegetables, etc.) between the rows of coffee plants. 

We may divide the main items of expenditure into two 

general groups? 

a). Initial expenses, which comprise the value of the 

land, cost of clearing and preparing the soil, seeds or 

young plants, agricultural equipment and machinery for pre-
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paxations of the product, construction of driers and "buildings, 

cultivation up to first fruiting, etc. 

b) operating expenses, which refer to maintenance and 

working expenditures. This group includes the cost of up

keep of the soil and the plantation (weeding, fertilisers, 

pruning, pest control), picking, preparation, bagging, 

hauling, interest on the initial capital invested (if the 

money was borrowed) and/or interest on annual working 

capital, sinking fund payments for initial capital invested, 

transport, storage, and general expenses. 

Particularly high.in the maintenance and working expenses 

is the cost of labor. The workers employed in the faaendas 

in the state of Sao Paulo, called smallholders (colonos), 

work by the job. They undertake with their families to look 

after a certain number of coffee plants occupying a certain 

area, under a contract which fixes their salaries and 

other conditions of employment. In general the colono is 

entitled to grow maize and other plants for his own use on 

land put at his disposal or lying between the rows of coffee 

trees. Picking is paid for separately or by contract. The 

wage depends on the quantity picked by each member of the 

family and varies in inverse proportion to the size of the 

harvest." *' Thus the contract price increases when the harvest 

^International Institute of Agriculture, OJD. cit., p. 347. 
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is smaller and vice-versa. Also, in Brazil, "besides the 

contract system there are other forms,of labor, such as day 

and half-contraot labor, which are forms usually adopted by 

larger plantations. 

Labor costs are difficult to ascertain in the absence 

of adequate statistical data, but it is generally agreed that 

t h e y ,  h a v e  i n c r e a s e d  c o n s i d e r a b l y  i n  r e c e n t  y e a r s . A  

serious shortage of labor has been observed lately, due 

partly to competition of other crops and partly to the exodus 

to urban centers where workers are attracted by the high 

wages of industry and commerce. In an attempt to halt this 

i p 
13. B. Ackerman, president of Otis McAllister Corp. (U.S. 

coffee importing firm) visited some coffeo plantations in 
Sao Paulo, Brazil. After his return he wrote an article from 
which the following passage seems very significant: "Bach 
fazenda must maintain a permanent labor corps and provide 
them with food, housing and wages the entire year. Otherwise, 
labor is unobtainable during harvest seasons, and, to pro
vide permanent employment for coffee production alone, leaves 
considerable wastage of time between seasons. Inclusion of 
sugar with coffee is ideal to conserve labor-time efficiently. 
The coffee harvest is finished before sugar starts* so the 
incorporation of one with the other provides year-round work 
for a labor staff. 

"Cost figures for the 1949-50 coffee crop were set at 
480 cruzeiros per bag of 60 kilos, placed in interior rail
road station. This is equivalent to about 28 cents per pound 
f. o. b. steamer Santos.~ Going back to the crop of 1948-49, 
costs were calculated at 410 cruzeiros per bag, convertible 
to about 25 cents f. o. b. steamer. The increase in costs 
of the current crop was explained as due to higher wages and 
the fact that certain costs are fixed regardless of crop-size, 
thus automatically increasing the unit-cost of smaller crops 
as compared to large ones. 

{The fazenda which the writer had visited had large 
acreages o£ sugar and raised thousands of cattle.]"....we 
were able to compare these figures with those of a modern 
fazenda producing coffee only. The cost accounts of this 
fazenda, which is actually a corporation, were 818 cruzeiros 
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migration, plantation owners have been compelled to provide 

better housing facilities and to establish schools for their 

workers; this in turn increases the cost of growing coffee* 

Due to the limited use of machinery in the cultivation of 

coffee, the increasing cost of labor cannot be balanced by 

an increased use of machinery* In this respect, Brazil is 

in a disadvantageous position in relation to the,coffee 

plantations of other areas, such as Africa, where labor costs 

are very low, owing to the large supply of native workers and 

fewer opportunities for alternative employment. 

In conclusion, it may be said that in Brazil the varia

tion in unit cost are due maiiCiy to difference in yields; 

these costs diminish in going from the new zone;where the. 

coffee plantations are young and in full bearing, to the old 
13 zone, where old plantations predominate*0 Operating ex

penses have been showing a tendency to increase due to labor 

per bag at interior station, or almost four cents per pound 
greater*" B* B. Ackerman, "Report on Brazil", Coffee and Tea 
Industries and the Flavor"Field, Vol. 73, No. 1, January, 
1950, pp. '19, 28-29. 

3̂R. 3. Carlson wrote that "The decline in coffee as the 
principal basis of Brazil1s economy has been partly accele
rated by rising production cost. Thus the gradual exhaustion 
of the soil brings lower yields, or as production moved inland 
to take up the remaining new lands, transportation costs rise 
substantially* It already costs as much to move coffee by 
railroad from the interior of Sao Paulo to the port of Santos 
as it does to ship the same coffee some 5,000 miles from Santos 
to New York* coffee moves still farther into the interior, 
Brazil will be placed at an increasing disadvantage in com
petition for the world market." (Reynold E. Carlson, "The 
Bases of Brazilfs Economy", Brats 11, Portrait of Half a Conti
nent. ed* by T. L. Smith and A. liar chant, 1951, p* 229*1 
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shortage and high rate of interests. 

For many decades Brazil was considered the low-cost coffee-

producing country of the worldf̂ 5 but its advantage is much 

less pronounced today. During the 1930* s when prices were 

lower, growers in Brazil were doing only work absolutely 

necessary to produce a crop. Operating expenses were reduced 

to a minimum and there was very little indication that 

planters were replacing or renewing fixed cost elements. 

Hence, many coffee trees were abandoned. Yields were still 

large despite neglected trees. In the 1940*s, when coffee 

prices were much higher and yields lower, growers turned their 

attention to proper maintenance work, to the use of ferti

lizers and to replacing old and dead trees in order to arrest 

Aloeu !!. Parreira reports that Brazil has only one harvest 
of coffee (compared with Colombia with tv/o harvests immediately 
exported) which lasts about five months. The huge Braziliah 
crop has to be financed in a short tine and must pay back 
loans with the proceeds from exports. This operation takes 
at least one year. Moreover, it is the practice in Brazil 
to transact business on a cash basis* Consequently the 
harvesting of coffee becomes a sort of suction pump absorbing 
almost all the money of the local banks. He concludes that 
coffee contributes to the inflation of the Brazilian economy 
because of inadequate financing of the crop, and Ease to 
raising production cost. (Alceu M. Parreira, "Inadequate 
Financing Raises Final Cost of Brazilian Coffee"* Tea and 
Coffee Trade Journal, December, 1951, pp. 38-39.) 

15A 1948 report of a British firm, The Cambuhy Coffee & Cotton 
Sstates Ltd. which owns a coffee plantation (Companhia Agri-
cola Fazendas Paulistas) in Sao Paulo, stated that the cost 
of coffee cultivation was then five times higher than ten years 
earlier (1938). The report pointed out that the cause of 
high costs were: (a) increase in labor costs; (b) expenditures 
(required by social laws) for worker benefits; (c) permanent 
inflationary trend. Total profits amounted-in 1947 to 179,015 
sterling pounds and the declared invested capital Was 742,608 
sterling pounds. {"Fazendeiros de Cafe Britanicos", 0-Bstado 
de Sao Paulo* December 12, 1948, p. 16. "Perspectiva"~da 
Bconomia Cafeeira", Ibid.* March 7, 1950, p. 4.) 
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the decline in yields and to increase aggregate output. 

The following statistical table supports the above conclu

sions with respect to total area planted, total production, 

and average coffee yield per hectare. 

TABLE XIV 

BRAZIL: AREA PLAH TED. GOFFE $ PRODUCT 1011. AHD AV ERAGE YIELD 
o-year 
Average 

Area Planted Production Average yield o-year 
Average 1000 hectares * iotib bags Kg./hectare 

3,760 26,111 417 
1935-39 3,403 22,450 396 
1940-44 2,352 14,494 370 
1945-49 2,447 15,748 386 

1950 2,663 17,857 402 
1951 2.707 19.325 428 
* - 1 hectare equals 2.471 acres. 
# - 4-year average 
Sources; Of., Appendix Ef p. 170. 

•^Ribeirao Preto [Sao Paulo, Brazill Is the center of the 
genuine bourbon area, origin of those fine qualities which 
have done so much to enhance fine American blends. It was 
tragic to us to be shown where at least half the acreage 
formerly devoted to coffee had been cleared of trees and 
planted to cotton, grain, peanuts and other products. We 
were told that low coffee prices during the 30*3 influenced 
such an increasing disinterest toward coffee in this section 
that fazendeiros did not attempt to replace old trees. When 
their productivity deteriorated, they were not replaced 
with new ones but were simply uprooted. Thus, the normal 
production of this fine-quality section was reduced by at 
least half; a loss which American roaster can ill-afford." 
A. 3. Ackerman, "Report on Brazil", Coffee and Tea Industries 
and the Flavor Field, Vol. 73, Ho. 1, January, 1930. p. 28. 
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BRAZILIAN COFFEE POLICY 

The nature of this study does not permit a full accouht 

of the Brazilian coffee policy, but a brief summary of policy 

developments is necessary to supply background material for 

later chapter# In chapter 2 of the present study, the pro

blem of overproduction in its main aspects was discussed. 

Also, it was pointed out that, as a result of overproduction, 

a serious disequilibrium between supply and demand was observed. 

Brazil, as the main producer, was badly affected by this 

situation and some of its public and private organizations 

sought, through "valorization"^ plans and "coffee defense" 

programs to regulate the coffee market.^ 

Brazilian experience with valorization is now chiefly 

of historical interest, but a brief explanation of this policy 

17 ;'The term valorization was introduced into English speak
ing countries about 1906 from Brazil where it (valorizaqao) 
had been.applied.to measures regulating the-marketing->of :coffeel 
In its original meaning it signified the act or process of 
raising the price of a commodity by governmental interference 
above a level regarded as uneconomically low but not above 
the price that would in the long run be set by free competi
tion. Valorization is presumably temporary in character, 
and it is significant that when Brazil inaugurated a perma
nent plan for the control of coffee in 1922, this was described 
as 'defense* of coffee and not as valorization. 

"Since the Y/orld War the meaning of the term has been 
extended so widely as seriously to impair its usefulness..." 
0. R. Whittlesey, "Valorization, Encyclopedia of the Social 
Science. Vol. XV, p. 210-213. 

18por the reader interested in further details on the "Valo
rization schemes and defense plans" may consult the excellent 
study by J. W. F. Rov/e, Studies in the Artificial Control 
of Raw Material. No. 3, Brazilian Coffee, (Royal Economic 
Society, Memorandum Ho. 34) London, 1952. 
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is needed for a better understanding of the subsequent 

"coffee defense" program and the present ooffee policy, 

The first act of intervention y/as made by the State of 

Sao Paulo in 1907 following an extraordinary harvest which 

increased the stock of coffee and provoked a considerable 

drop in prices. This plan beoame known as "valorisation". 

For financing purchases of surplus coffee, Sao Paulo borrowed 

funds from foreign private banks and in addition a foreign 

loan was secured which was guaranteed by the state of Sao 

Paulo * The greater part of the coffee purchased was stocked 

in the principal ports of Furope and the United States and 

was covered by warehouse warrants* During the next five 

years the stocks were liquidated to a large extent at market 

prices and the foreign loan paid off in advance in 1913* The 

first plan was successful in a marketing sense, but it did 

not achieve such objectives as controling productionand im

proving quality in order to avoid further overproduction and 

low prices* It attained the primary goal of selling the abun

dant crop of 1906-07 without significantly affecting the price 

of coffee* 

In 1917, a second valorization plan was undertaken by 

the Government of Sao Paulo with a view to raising coffee 

prices* This plan also succeeded due to a severe frost of 

June* 1918* which reduced the crop appreciably and badly 

damaged the trees. 

In the second half of 1920; coffee prices again showed 
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a narked decline. At this time, the Federal Government 

together with Sao Paulo state intervened with the third 

valorization plan.^ Since that tine, coffee has "been under 

permanent protection by the Federal Government. This was 

the natural outcome of previous valorisation schemes, which 

were essentially a method of disposing of crops and thereby 

encouraged producers to expand coffee cultivation. The 

manipulation of large stocks of coffee with the objective of 

maintaining prices contributed to the expansion of production 

in Brazil and other countries, a situation which augmented 

the supply and tended to depress coffee prices. 

Permanent protection was undertaken by the Federal 

Government in 1922,when it established the Committee for 

Coffee Control and Protection. But coffee growers in the 

state of Sao Paulo were dissatisfied with the Federal 

Government's policies, because the Federal plan enabled 

other states to sell their entire crops, while in Sao Paulo 

there were large stocks of coffee unsold. In view of this 

fact and under pressure of critioisra from the other states 

loos interested in the coffee question, the Federal Govern

ment abandoned its protective policy in 1924 and handed con

trol over to the state of Sao Paulol 

In December, 1924, Sao Paulo set up the Institute for 

Coffee Protection. This Institute secured a loan in London 

in order to oreate a Bank which would make loans to planters. 
19As in the second valorization plan (but not in the first), 
stocks were held in Brazil. 
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If prices were fairly high at that tine, it v;as mainly be

cause of the small harvest. But large crops in 1929-50 and 

1930-31 and failure of the State to cope with the situation 

were responsible for tho return of ooffoe polioy to Fedora! 

control. 

In 1931s the protectionist policy was expanded, and in 

addition to control of trade by spacing out sales in order 

to maintain prices, restriction of production was attempted. 

At the same time, world output was increasing more 

rapidly than world consumption, creating a state of chronic 

disequilibrium. 

Politics have always played an important part in the 

<Soffee policy of Brazil, and this, in turn has greatly 

shaped the general policy of the Union, owing to the economic 

importance of coffee in that country* The fall in coffee 

prices in the early 1930*s was so drastic that the whole 

economy collapsed, and this was an important factor in the 

change of government at that time. 

The coffee policy of tho new Brazilian Government was 

accomplished by drastic measures. A "National Coffee Board" 

(CNC) was created in 1931, which exercised strong powers 

over the coffee economy. Exports of coffee types 8 and under 

were prohibited, and in June of 1931. coffee destruction 

commenced. 

In 1933. the CNC was replaced by the National Coffee 

Department20 and a whole series of restrictions and measures 

s0Eereafter referred to as DNC. 
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were brought about in order to avoid further price depre

ciation. These consisted of sacrifice quotas, coffee bonuses, 

negotiation of coffee barters, limitation of new plantings 

and destruction of coffee surpluses. 

Beasil's situation became more acute duo to three 

factors: 1) increasing competition of other ooffee-growing 

countries and colonies, which was stimulated partly by-

artificial control of production in Brazil, 2) increasing 

trade-barriers on the part of some countries in Africa* 

Asia, and Europe in relation to Brazilian coffee, often 

with the purpeso of stimulating the production of coffee in 

areas of Africa and Asia; Llany coffee-producing areas in 

Africa and Asia are European colonies# ,Tha mother country* 

by the establishment of tariff protection and preferential 

treatment of colonial coffee* accentuated the difficulty 

of disposing of surplus stocks in Brazil* 3) Brazil is not 

a producer of high-quality coffee# The importance of "milds" 

is growing in world trade and consumption# They have an 

almost certain market in the United States* where they are 

used largely to impart flavor to blends composed predomi

nantly of various Brazilian coffees* 

The years before World War IX can be described as 

critical for the coffee economy* During this period the 

Brazilian 'government made several unsuccessful attempts to 

regulate coffee prices and production* Xhe failure of the 

coffee-defense policy proposed by Brazil was due largely to 
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laok of cooperation by other coffee-producing countries, 

chiefly Colombia, which appears to have been the principal 

beneficiary of the Brazilian coffee-control scheme. These 

countries, refusing cooperation, profitted by Brazil's uni

lateral system of price protection and by its self-imposed 

restrictions on export trade. The "milds" producing 

countries maintained that the world coffee crisis was en

tirely due to overproduction of Brazilian coffee and that 

it had nothing to do with "milda", which were disposed of 

entirely at remunerative prices. 

Several attempts were made to establish international 

coffee control schemes during the 1930's, but these were all 

failures in so far as they touched Brazilian interests. 

Brazilians tried to secure an international agreement 

to limit new plantings and to establish an export-quota 

scheme, but they did not succeed in their effort to promote 

cooperation among coffee-producing countries. 

As a result of failure to procure an agreement, Brazil 

abandoned its unilateral protectionist policy in November, 

1937, and engaged in free competition with the producers of 

mild coffees. The opinion of the mild producing countries 

that overproduction was mainly a Brazilian concern was in 

2̂ *The several international conferences in which Brazil 
tried to secure agreements with all coffee-producing countries 
were: The International Coffee Congress (Sao Paulo), 1931; 
The first Pan-American Coffee Conference (Bogota), 1936, which 
established the Pan-American Coffee Bureau; the second Pan-
American Coffee Conference (Havana), 1937. 
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fact a mistake. In effect, all coffee prices declined. By 

abandoning a policy that was gradually pricing Brazilian 

coffees out of the market and adopting a policy of -price 

struggle, Brazil was attempting to return to her former 

status of supplying a mass market at strictly competitive 

prices. 

Ilild coffees were no longer high priced in relation to 

Brazils. Instead, prices were at relatively low levels with 

little difference between milds and Brazils. Roasters who 

before this had preferred to buy milds, due to the high 

price of Brazils (brought about by artificial control), be

gan to ohanga their blends by the inclusion of more Brazils# 

Consequently, exports of Brazilian coffee increased (re

lative to that of previous years), while exports of the 

other countries did not continue to show a steady increase* 

Thereafter, by the employment of drastic measures, the 

supply situation improved. Exports tended to expand as 

prices stabilized at lower levels. The neglect and abandon

ment of trees began to show results In smaller coffee yields, 

thus decreasing the supply of coffee. 

On the eve of the Second World War, world stocks were 

approaching more normal levels, and Brrlzilian exports had 

recovered considerably. But supply and demand still remained 

unbalanced, although much less so than in 1931, when official 

destruction of coffee had started. 

The war soon eliminated almost entirely the European 
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market which until then had absorbed about 43$ of world 

imports. The war not only damaged the prospects which Bra

zil had gradually realized at great sacrifice, it also 

created for the first time in other producing countries 

problems of storing and disposing of surplus supplies; It 

was no longer strictly a Brazilian problem. 

The year 1940 was marked by intense competition between 

Brazil and other coffee-producing countries for the United 

States market. To the coffee-producing countries in general, 

the picture changed v/ith the threat of losinG the only 

important world coffee market still open. Access to the U.S. 

market was disturbed by the submarine oampaign in the At

lantic and by the shortage of shipping facilities. Also 

in 1940 coffee prices fell to the lowest level since the 

30*s. Y/ar conditions also led to increased coffee import 

restrictions in most European countries. 

Only such circumstances could unite the coffee-growing 

countries. A conference was held in Hew York in the middle 

of 1940 which resulted in the Inter-American Coffee Agree

ment, signed on November 28, 1940, and put into effect on 

April 16, 1941. 

For the first time there v/as an international coopera

tive scheme for the regulation of the coffee trade and the 

support of coffee prices, with participation of the principal 

consuming country - the United States. The agreement set 

up a system of quotas for exports from each producing country 
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and for imports into the United States, as well as into 

other markets not closed by the war. 

Another objective of the agreement was to raise the 

price so that coffee would again be profitable to producers, 

but no specific price criteria were stated in the plan it

self. Thereafter, coffee prices started to rise as a result 

of such factors as the special conditions brought about by 

the Agreement, (quota system) fears of shipping shortages; 

export controls by Latin-American governments, and specula

tion in the United States. This situation continued until 

the OPA established a tentative price schedule for coffee 

(and many other items), soon after the Pearl Harbor attack 

on December 7, 1941. In the late 1941 prices rose to almost 

100$ above the 1938-40 level. 

The Inter-American Coffee Agreement should be regarded 

not only as an economic device seeking stability among the 

coffee-growing countries, but also as a political measure 

devised to solve the problems of the Latin-American countries 

resulting from the war. But its contribution toward solving 

the fundamental problems of the world coffee economy was 

slight. 

The prices for coffee remained fairly steady for a 

period of four years. During the fourth year of the function

ing of the Agreement, the participating producing countries 

made several attempts to raise the ceiling prices of coffee, 

pointing to an increase in their production costs. Finally 
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during the fifth quota-year, 1945-46, after the end of war, 

a subsidy program for imports and two successive increases 

in ceiling prices were granted. 

The EMC continued to govern Brazilian coffee economy 

until June 28, 1946. Two mouths later the Divisao da 

Econonia Cafeeira was set up by the Finance Ministry. The 

government established a committee to liquidate the coffee 

stocks of the National Coffee Department and to study how 

the disposition of the coffee stocks,would be executed. On 

January 7, 1949, .the Ministry of Finance announced the com

plete liquidation of all stocks held by the National Coffee 

Eepartment. The conditions under which the sales of that 

coffee were made remained more or less obscure.22 

The Inter-American Coffee Agreement, essentially a 

wartime measure, remained in force u£til the end of September, 

1948.23 

Without doubt the situation of the world coffee market 

in the years following the war was much better. Several 

factors contributed to this improvement: 

1} mass destruction of surplus stodks and limitation 

of new plantings in Brazil till 1943; 

2) serious damage to coffee estates in the Netherlands 

k^gf., infra, pp.ll^-SOand 13Q 

^%he Agreement was signed for an initial period of two years 
but successively extended until 1948. 
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Indies (Indonesia) under Japanese occupation; 

3) decrease in the number of coffee trees in Brazil; 

4) an extraordinary increase in coffee consumption 

in the United States. 

However, the recovery and expansion of world coffee 

trade have been hampered by numerous obstacles: 

1) Instability of money and rates of exchange, lack 

of financial balance in most European countries, and measures 

limiting transfers of funds for commercial transaction; 

2) the restrictive policy of import quotas, customs and 

domestic taxes which hinder severely the trade and consumption 

of coffee, especially in Europe; 

3) competition from other beverages, especially tea; 

4) the enormous increase in coffee substitutes, owing 

to their relatively low price. 

It would appear that the normal process of competition 

with free action of supply and demand cannot improve the 

world coffee situation. Moreover in view of the many restric

tions which hamper international trade and the relative in

elasticity of demand in short-run periods, it is doubtful 

if a substantial reduction in price would result in an 

appreciable increase in consumption. 
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CONCLUSIONS 

In considering the coffee industry in general, and in 

particular that of Brazil, the major problem seems to be a 

lack of improved methods of cultivation and the need for a 

program of scientific experimentation and research, with a 

view toward betterment of the practices that characterize the 

present state of coffee production. Empiricism In methods 

of cultivation still dominates the greater part of the coffee-

producing countries. The reasons are several: 

1) range of coffee cultivation over huge areas where 

agricultural practices are often most elementary; 

2) exploitation of the soil until the natural fertility 

is exhausted, with very little use of fertilizers; 

3) shortage of manpower and low productivity. 

4) lack of communication and transport difficulties 

between production areas and trading centers. 

The manner by v/hioh coffee is prepared has the greatest 

influence on its commercial value, since it can modify 

noticeably both the external characteristics of the bean 

and its intrinsic qualities. However, the choioe of the two 

methods practiced (wet or dry) is not generally at the 

planter's discretion and each method has its special re

quirements. 

To a certain extent present conditions of coffee growing 

and preliminary processing techniques in Brazil have not kept 
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pace with marketing developments. Brazilian methods of 

production have not adjusted to the well-organized techni

ques of merchandising and promotion of coffee consumption 

in the United States. It is a natural consequence that 

extremely well-developed coffee distributing firms in the 

United States should interfere in the primary stages of the 

doffee industry, in order to protect the large investments 

made in their business.24 The relative backwardness of 

Brazilian production methods may not assure a constant flow 

of coffee in the amounts and qualities required by a mass 

market; consequently some large national roasters have set 

up buying organizations in the producing countries. Such 

concentration has meant a decline in the importance of 

brokers and jobbers in the coffee trade. 

Coffee producers have found that large crops mean 

lower prices and smaller income than a small crop* Conse

quently, growers and often exporters tend to evaluate 

their incomes from the inverse relationship of crops and 

prices. The situation is aggravated by the long-run tendency 

of prices of agricultural products to lag behind those of 

manufactured products. Almost constant coffee price fluctua

tions, plus the long-run tendency for agricultural products 

to decline in price, has made it necessary for the Brazilian 

Government to adopt artificial control schemes in order to 

2-Of.3 .infra, pp. £4-90 for further developments on this 
subject. 
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protect its coffee producers. 

Certainly the valorization plans and the coffee defense 

program created a certain amount of international friction. 

and also resulted in an even greater dependency upon one 

crop, thus discouraging agricultural diversification. And 

what is more important, the sacrifices imposed upon the 

whole Brazilian economy paradoxically did not bring about 

the intended effect, i. e., the return of a stable v/orld 

coffee market. 

Actually the failure of uncoordinated efforts to combat 

crises of overproduction has taught one lesson - that no 

one-sided attempt by one coffee-producing country to rectify 

a depressed v/orld market can be successful. The price that 

Brazil paid in carrying out the coffee protection plans was 

the destruction of something like 78 millions of bags of 

coffee (spread over 14 years), and, more important, the 

gradual loss of its predominant position as a world supplier. 

The most important feature during the World War II 

and post-war periods was an increased dependence of the 

Latin American coffee-producing co\mtries upon the United 

States market. 
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Chapter 9 

GRANGES III TH3 CQFBE2 TRADE (1930-1949) 

Agricultural products ar© from time to time affected by 

abnormal seasonal conditions, which lead to a state of in

stability in production. In relation to coffee, as has 

beon seen, there is a considerable annual variation in supply, 

while the slow development in demand results in a time-lag. 

Also, coffee is subject to relatively frequent phenomena 

of exceptionally abundant crops, making coffee prices liable 

to sudden and considerable variations. 

In periods of unfavorable prices, governments of the 

produoing countries or any other authorized organization re

presenting coffee interests will try to control fluctuations 

In coffee price by several means: 

(a) One is artificial control of supply and demand. 

On the side of demand, coffee-growing countries have attempted 

to influence coffee consumption by $eans of propaganda. This 

is the main function of the Pan-American Coffee Bureau. On 

the side of supply, producing countries may fix minimum 

prices for coffee or sustain certain prices during periods 

when there is a tendency to decline. This latter form of 

intervention was the basis of the Brazilian plans of "valori

zation" and "coffee defense" by which part of the supply 

was withheld from the market. This surplus was either 

destroyed, released according to demand, or stored. 
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(b) The manipulation of currencies has also been used 

in an attempt to increase coffee exports. All Latin Ameri

can coffee growing countries devalued their currencies 

during the world crisis of the early 1930*8, but the bene

fits resulting from this device were temporary# The cost 

of living increased and coffee importing countries also de

valued their currency, thus neutralizing its effect# 

In order to understand the sudden rise in coffee prices 

that took place in the last quarter of 1949 and the basic 

facts underlying the U# S. Senate Investigation, it seems 

necessary to present a summarized account of fluctuations in 

coffee prices and the important events that took place in 

the world coffee market from 1930 until the establishment 

of the Senate Investigation in November of 1949. This analy

sis will be largely confined to price fluctuations of Bra

zilian coffee in the U# S# market, and particularly to New 

York spot prices for Santos 4Ts which are shown in graph 

no. 3. 

From 1930 to 1937 prices for Santos 4*s were supported 

by the Brazilian Government; in accordance with itB coffee 
1 defense policy. In November of 1937, the Government 

abandoned Its price protection measures and engaged in re

latively free trade with other coffee producing countries, 

but the Government continued to withdraw part of the crops 

^Cf. . supra, pf. 62-65. 



GRAPH No. 3 

60 

55 

5o -

45 

40 -

35 

3Q 

25 

20 

>5 

10 

NEW YORK SPOT PRICES FOR SANTOS 4!S A 
(monthly averages) 

Jan., 1941-Oct., 1952. 

N 

i94l 'W *SW3 , 1945 194& 194? »948 \949 '05<> l$5l 

Sources: Utilization ::'of Farm Crops;.... Hearings..., 
part 3, pp. 1489-1492. (From 1930 to 1949), 
Survey of Current Business. (From 1950 to Oct.. 
19521 



77 

from the market. The abandonment of the Brazilian price 

intervention caused a sharp decline in coffee prices on the 

New York Exchange. From ll£ cents in October, 1957, the 

quotation declined to 8J cents in November of the same year, 

and to 7 oents in April of 1358. (See graph no. 5) But 

while prices dropped, Brazilian coffee exports increased 

from 12.1 to 17.1 million bags from 1937 to 1938. Exports 

durir.g 1939 amounted to 16.5 million bags. 

Expansion of Brazilian coffee exports, together with 

smaller crops in 1938-59 and 1939-40, the continued destruc

tion of coffee stocks accumulated in previous years (8 mil

lion in 1938 and 3.5 million in 1939), all helped to im

prove the statistical position of Brazilian coffee at the 

close of the 1930*s. But new problems arose as war broke out 

in Europe. Latin American coffee producers were soon attempt

ing to dump coffee on the United States market that could 

not reach Europe under war conditions. In 1940 prices of 

both Brazilian and mild coffee fell to the lowest level since 

the crises of the early 1930fs. Shipping shortage, blockade 

of European ports, and increasing currency difficulties 

practically closed European markets. Shipping shortages also 

affected the United States market. World exports dropped 

from 29.5 million bags in 1939 to 23.3 miHiOK bags in 1940, 

and to 21 million bags in 1941. Out of this critical situa

tion, the Inter-American Coffee Agreement was created to 

cushion the impact of war on the economies of the fourteen 
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Latin-American countries participating in the Agreement# 

The Agreement established U. S, import quotas for the coffee-

producing countries; it was essentially" a system that con

trolled marketing without any restrictions on the production 

of coffee. 

United States retail coffee prices had been fairly 

stablo for a number of years before 1941. (See graph no. 

Supplios were plentiful and the huge stocks held in 

Brazil presented an assurance against the possibility of 

shortage. But in 1941, retail prices of coffee started to 

rise, and some speculation took place in the United States 

market. By September of 1941, tho United States Office of 

Price Administration had established ceiling prices for 

green coffee. 

The quota-system, which allowed each of the fourteen 

coffee-growing to sell a definite amount of coffee to the 

United States, as determined by the Agreement, might have 

influenced the rise in coffee prices because growers tended 

to get the best price for the limited quantity they were 

allowed to sell. In order to avoid further price increases, 

quotas were raised 5>S and additional exports permitted (May, 

1941). But prices continued to increase, and the United 

States Government fixed prices for Santos 4's at 13 3/8 

cents per pound. Prices were frozen at this level (about 

400 above the 1935-39 average) from December of 1941 to 

November of 1945. 

The blockade of the Atlantic made the shipping situa
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tion highly critical for about one-and-a-half years following 

Poarl Harbor, and this disrupted the flow of coffee from 

Latin .America, particularly from Brafcil to the United States. 

In April of 1942 the need for coffee rationing in the United 

States was strongly felt because of short supplies and com

plaints of consumers. The rationing lasted for an 8-month 

period between late November, 1942^ and late July, 1942.2 

As the war progressed and world price levels rose, filled 

prices for coffee came to be "regarded as unsatisfactory by 

producers. Complaints from the producing countries about 

ceiling prices being too low led the United States to work 

out a subsidy program, in November, 1945, instead of re

vising the ceilings or abolishing controls.*5 Before coffee 

ceilings were finally abolished on Ootober 17, 1946, 

the OPA had twice raised the ceilings (2.117 cents on July 

1, 1946 and 8.32 cents on August 14, 1946). When ceilings 

were finally eliminated, coffee prices, along with prices 

of many imported commodities, rose sharply. (See graph 

no. 4 below.) • 

2One pound for every five weeks for person 15 years of age 
and over, more or less one' cup per day or 10.4 pounds 
annually. 

The subsidy program was 3 cents per pound on 6 million bags 
given to importer, expiring liaroh 31, 1946, but renewed to 
June 30, 1948, and extended over an additional 7 million 
bags. 
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Several years of short orops in Brazil (as a result of 

drought in 1940 and 1941, frost in 1942, and reduction in 

the number of ooffee trees or abandonment of plantations), 

and the reduction of Brazilians stocks held by the DNO were 

pushing coffee prioes to higher levels. Need for Brazi

lian Government intervention and controls in production 

4 seemed to disappear# 

As ceiling prices lifted, quotations for Santos 4's rose 

from the ceiling of 21.7 cents to 26 cents between the 17th 
* 

"%ew plantings in Brazil have been permitted since JUly 1, 
1943# 
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and the 31st of October in 1946. The rising trend continued 

through March of 1947 to a peak of 28.5 cents; then a decline 

was observed which reached 24.06 conns,: but in April, a 

reduction of 2.5 cents was observed, in May of the son© year,, prices-fell -i 

£4.06.The set back of these months was short-lived, however, and 

from mid-1947 until the third quarter of 1949 prices for 

Santos 41 s were stabilized between 26 and 28 cents. 

During 1948 Brazilian coffee prices were supported by 

a strong demand from abroad, and exports greatly exceeded the 

reported exportable production# (See table X, p. IS.)» 

During 1949 coffee stocks in Brazil were extremely low. 

According to DHG reports, this organization had on January 1, 

. 1949, only 1.5 million bags, besides 1.6 million baga already 

sold but not shipped.5 On June 1, 1949, the UNO issued its 

first estimates of the 1949-50 crop, 14,415,620 bags as 

against 15.7 million during 1948-49.® Coffee prices remained 

firm when commodities prices in the United States started to 

decline in the Spring. In mid-September Great Britain sur

prised the world when she devalued the Pound by 30$, and 

many countries, but not Brazil and Colombia, followed her 

by devaluating their currencies. 

The most spectacular rise in coffee prices occurred in 

the final quarter of 1949. From an average of 27 or 28 cents 

^Utilization of Farm Crops:.... Hearings on S. Res. 36, U.S. 
Senate Subcommittee on Agriculture and Forestry, 81st. Cong., 
1st. sess., part 2, p. 1951. 

®Ooffee and Tea Industries and The Flavor Field. Vol. 72, 
No. 9, September, 1949, p. 14. 
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on the New York spot market, Santos 4's rose to an average 

of 55.25 oents in October, and to almost 50 cents in November. 

Consumers rushed to buy coffee,and roasters were forced to 

buy green coffee at higher prioes in order to meet the in

creased demand. At the beginning of November many retailers 

voluntarily rationed coffee. Retail prioes increased from 

50-55 to 80-85 cents a pound (for vacuum-packed brands) 

within two months. 

On November 15, New York retail food merchants asked 

President Truman for an investigation of the high coffee 

prices. Two weeks later the Senate Agricultural Subcommittee 

took up the question. Senator Guy M. Gillette (Dem., Iowa) 

initiated hearings on December 5, charging that foreign and 

domestic speculators had driven prices up and that wholesalers 

and retailers were making large profits. 

It seems that conditions were favorable for speculative 

interests (both Brazilian and American). Owing to extreme 

drought conditions in the state of Sao Paulo, reports were 

circulated that Brazil1s 1950-51 crop would be smaller than 
7 usual. In addition the year 1949 witnessed flood.damages in 

Guatemala, hurricane damage in Haiti, and drought in the small 

British Bast African plantation. V/orld production estimates 

were reduced to the point.where it was predicted they xvould 

^Brazil's official estimate for the 1950-51 crop was 
14,215,000 bags as compared with the previous crop 
(14,415,620 bags) 
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be approximately equal to estimated world consumption. This 
i 

situation fed the fears that coffee would be in short supply 

and caused the futures contracts in the Iiew Yorlc Exchange 

to run up. Responsibility was hard to place} Senator Gillette 

continued his investigation, scheduling hearings and calling 

on different persons connected with the coffee industry who 

might help clear the situation. Spot prices for Santos 4*s 

fluctuated from an average of 50 cents in November, 1949, 

to 46 cents in Nay, 1950. Then, on June 25, 1950, when 

North Korea invaded South Korea, prices started to rise and 

reached a new peak in September, whon they averaged 56 cents. 



Chapter 10 

THIS U.S. COFFEE ROASTING FIBS IS AND THE NEN YORK 
COFFEE /uID SUGAR; EXCHANGE 

Before analysing and discussing the investigation of 

the Subcommittee of the Committee on Agriculture and Forestry 

of the U. S. Senate,8 two very important aspects of the 

coffee trade deserve a more detailed study. One is concerned 

with the U. S. coffee roasters and the other with the New 

York Coffee and Sugar Exchange, Inc.? 

Representatives of these coffee interests were called 

to testify before the Subcommittee. The main consideration 

faced by the Subcommittee was that if the rise in coffee 

prices was not due to a shortage of supplies, then it was due 

to speculation that took place in the Exchange. The problem 

was to find who was responsible for the speculation. Repre

sentatives of the U. S. roasting firms were called before 

the Subcommittee and it was learned that these firms seldom 

use the Exchange. The Subcommittee then turned its atten

tion to the operations of the Exchange. The Subcommittee1s 

findings on the Exchange operations and functions led 

eventually to important recommendations. 

The primary purpose of this chapter is to explain why 

U. S. roasting firms seldom make use of the Exchange. Also, 

in order to help the reader who is not familiar with the 

0 Hereafter referred to as Subcommittee. 

^Hereafter referred to as Exchange. 
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Exchange, a brief description of the types of contracts of 

this organization vd.ll be included, 

Before coffee reaches the roaster, it may novo through 

any one of several channels. Broadly speaking, there are two 

channels by which roasters can obtain coffee. One is from 

middlemen. and the other by direct purchase in the producing 

country. In the first instance, the roaster may utilize 

either the Exchange, or the importer or any other middlemen 

who might be selling coffee. On the other hand, roasters 

may buy from their agents, from exporters in the producing 

countries, from growers or from colledting agencies in the 

ports of the producing countries. The trend is more and 

more toward the establishment of direct-buying agencies. 

The explanation does not appear to be simple, and 

statements of coffee traders are not In entire agreement as 

to why middlemen are declining in importance. G. Y7# Voel-

ber, green coffee agent in Ilew York, -wrote that after the 

OPA had established ceiling prices for coffee in late 1941, 

jobbers were unable to carry largo supplies because of 

price controls and quota allocations under the Coffee Agree

ment, He says they also faced competition from "roasters 

who were forced to buy directly in the producing countries 

to secure their supplies. For this reason agents doing a 

subsequent parts,, a detailed account of the witnesses* 
hearings and the findings of the Subcommittee with its con
sequent conclusions and recommendations will be presented 
to the reader. 



06 

direct business with producing countries, by cable, in

creased in number and efficiency, supplying a service to 

roasters." LJ- K. FaLrohild, green coffee broker in Hew York, 

has another explanation. He says that the importance of 

exporters increased over comissarips^ (middlemen), because 

of the establishment of sales tax in the Brazilian states of 

Sao Paulo and Parana. The tax, which is 3$ as applied to 

each sale of coffee, was of great disadvantage to comlssarios.^ 

It is also mentioned that improved transportation and communi

cations facilities may have attracted roasters to establish 

direct-buying agencies in producing countries. Consequently 

a large percentage of coffee imports does not come through 

the Exchange, as can be seen from an inspection of the follow* 

Vim Voel ber, "Last Half-Century of Coffee History shows 
Heed for Production Control", Tea and Coffee Trade Journal. 
July, 1951, pp. 84-85. 

*^The significant role nerfoimed by the comlssario is de
scribed by Hormano. This author states that "he is the 
financier of the crop, owner of the mortgage on the fazenda, 
the agent selling the coffee and, of course, the advisor of 
the fazendeiro. The fazendeiro, if be is wealthy, lives 
abroad or in Rio or becomes mixed up with politics; if 
he does not belong to the alt a sociedade ̂ /Tigh class/," he 
continues the lonesome life of his forefathers on the fazendas. 
If he is a small farmer, he has, of course, no oontacts with 
the banks and exportersI In all cases the fazendeiro is 
unable to compete in the knowledge of the mechanism of money 
economy with the comlssario, who has the connections with 
national and foreign bonkers, with the foreign importers and 
domestic exporters, who has the better insight into the situa
tion of the coffee and money market. Thus, the comissarios 
through being the agents of the agriculturists, became their 
bankers. Agriculture became commercialized." (J.F. Hormano, 
on. ciu., p. 42)« 
SSfc. Fairchild, Tea and Coffee ffrade Journal. July, 1951, pp. 
86-87. 
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ing tabulation: 

TABLE :NR 

u. S. TOTAL GOI'TBIS IFP0HT3 AND NKW YORK FXCHAWGE SALES OF 
COFFEY (thousands of bags) 

Mqvi York 
Year Total Imports Ihcchange Sales < 

1946 20,628 418.50* 2.0 
1947 18,853 4,655.50 24.7 
1948 20,945 N . R  — 

1949 20,060 8,942.00 40.5 
1950 ~ 18,442 12,469.50 67.6 
1951 20,402 6,377.25 31.3 
1952 20,309 4,904.75 24.1 

The Tow figure for 1945 is due to the Tact that the Exchange 
had recently started operations on coffee, after the 
ceiling prices were lifted# 

Sources: 
Imports: Wickizer, Tea, Goffce and Cocoa, p. 476; Pan-

American Coffee bureau; Survey of Current 
Business. 

To:changes Sales: Hew York Coffee and Sugar Exchange: 
Monthly Report of January 1, 1952; Utilization 
of Yarn Crops:..., Hearings..•, part 3, pp. 1405-
1407; Coffee and Tea Industries and the Flavor 
Field, February, 1955. 

These causes undoubtedly have contributed to the decline 

in importance of the middleman in the coffee trade, but 

probably the movement of United States coffee roasting firms 

toward producing centers is explained by the fact that some 

of these firms who supply a mass market have large invest

ments in the coffee business. Since coffeo is a highly vari

able commodity, roasters prefer to buy it on samples dis

played before them, from v/hicjr they can choose the type, grade, 

and origin which would satisfy their particular blend. These 

advantages the roasters claim they do not find in the con



tracts of the Exchange, which only deal with average grades 

of coffee. 

Out of 83 firms that exported coffee through the port 

of Santos in 1949, 7 foreign firms(mainly American) controlled 

40.6$ of the total ereports. A single firm, the American 

Coffee Corporation., a subsidiary of the Great Atlantic and 

Pacific Tea Co., takes a sizeable share of the total Brazilian 

coffee exports, as indicated in the following tabulation: 

TABLE XVI 

BRAZILIAN COFFEE EXPORTS AND THE AI.5ERICAN COFFEE CORP. 

Tears 
Brazilian total 

exports 
American Coffee Corp. Exports 

(b) Tears 
thousands bags la! bags yo of the total 

1940 
1941 
1942 
1943 
1944 

12,046 
11«052 
7 3 280 
10,112 
13,556 

1,910,184 
1,589,567 
997,490 
995,465 

1,201,091 

15.9 
14.4 
15.7 
9.8 
8.9 

Sources: (a) - V/ickizer, Coffee, Tea, and Cocoa, p. 475. 
fb) - Utilization of Farm Crops:•••, Hearings.••, 

part 2, p. -&&T. 

An article in Time magazine!^ entitled "Retail Trade" 

says that "as the world1s largest grocer, the Great Atlan

tic & Pacific Tea Co. sells one out of every seven cups of 

coffee" or about 140 of all coffee consumed in the United 

States. The president of the-A & P coffee division and of 

the American Coffee Corp. told the Subcommittee that his 

firm handles approximately 3 million bags a year.If we 

14"Hotail £rade", Tine. Vol. LVI, no. 20, November 13, 1950, 
pp. 89-98. 
-"Utilization of Farm Crops:....Hearings.... part 3,p. 1200. 



89 

assume that United States coffee imports are about 20 million 

bags a year,-*-6 A & P takes about 15$ of the total coffee 

imports. George V. Robbins, manager of the green coffee 

division of the Maxwell HOU3Q Division of the General Foods 

Corp. testified that his firm has an annual sale "in the 

neighborhood of 3 million bags."*^ Therefore, these two 

firms together handle about 30$ of all the coffee imported 

by the United States, (assuming that the U. S. total coffee 

imports are about 20 million bags a year). The figures 

presented above do not differ very much from the situation 

in 1933-34, as presented by Wickizer*^ He records that 

"At the time of the NRA codes (1933-34), approximately 1,220 

firms came within the code definition of the industry, but 

the 10 largest did nearly half of all coffee roasting and 

the GOO smallest did only about 10 percent. The...three 

larger firms & P, Maxwell House, and Chase and SanbornJ 

accounted for about 36 percent of the total coffee imports 

into the United States..." 

In the coffee roasting business a trend has not only been 

observed toward vertical integration, but also, within the 

United States, there is some indication of horizontal inte

gration. The following table shows that the number of firms 

lrSCfT7 fnfra. p. 157 

^Utilization of Farm Crops;...,Hearings. •. ,part 3,p. 1175. 

1-wickizer, The World Coffee Economy, pp. 55-56. 
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decreased 59$ from 1931 to 1947. 

TABLE XV7I 

U. S. COFFEE ROASTING INDUSTRY 
1931 and 1947 

Census 
Year 

Number of 
establish 
ments 

Wage earners 
annual aver

age 
Wages 

Cost offc) 
material 

Value of 
Product (b) 

Value added 
by manuf.(c) 

Census 
Year 

Number of 
establish 
ments 

Wage earners 
annual aver

age million of dollars 
1931 
1947 

917 
377 

8,719 
14,200 

9.7 
41.1 

195.5 
633.8 

271.5 
786.0 

76.0 
152.1 

(a) - includes cost of material, containers, fuel, elec
tricity contract work. 

(b) - Represents the F. 0. B. selling value at the 
factory. 

(o) - The value added by manufactures, is the difference 
between the cost of material and the. final value of the pro
duct. 

Note: The Bureau of the Census pointed out that the 
survey does not include wholesale grocers and their coffee 
roasting operations. 

Souroe: quoted in Tea & Coffee Tpade Journal, July, 
1951, pp. 42-43, from the Department of Commerce, Bureau of 
the Census, Census of Manufactures. 

The significant role of a few large coffee roasting 

firms in the United States Market might be of considerable 

importance In influencing coffee merchandising methods and 

even retail price policy. Unfortunately this aspect of the 

coffee industry has not been explored to the extent that it 

deserves. 

The contracts of the Exchange that were in operation when 

the sharp rise in coffee prices took place during the Fall 

of 1949 were Contract D and Contract S. In both forms, 

each contract applied to 250 bags of coffee (about 32,500 lbs.) 

to be delivered only through the port of Santos, Brazil. 
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Both, contracts applied to SMTOS coffee. 

Contract D, grading from No, 2 to No. 6, inclusive, pro

vided that the average grade should not be above No. 3 nor 

below ITo. 5. (fair to good roast, soft). 

Contract S, grading from No. 2 to No. 5. inclusive, pro

vided the average grade should not be below No. 4/5 (fair to 

good roast solid bean).*9 

There was another type of contract, contract A, which 

would allow delivery of a grade coffee, no matter where it 

was raised; however, the A contract was dropped beoause 

there was no interest in it. 

The S contract was established on October 6, 1948, upon 

a demand from the trade for a oontract more in line with the 

situation which had arisen after the end of the war. At the 

end of the war, a great demand for better coffee than that 

established under contract D was observed. The latter had 

been presenting a decline in trading when the Exchange 

established the contract S. 

3 Q •^Utilization of Farm Crops:.... Hearings..., part 3, 
p. 1408. 

2Glbta.. pp. 1374-77. 
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TICS STORY OF THE SENATE HfVESTIGATIOH 

In order to investigate the utilization of farm orops 

(which included a study of the spread of prices between the 

producer and consumer), a Subcommittee of tho Senate Agri

culture and Forestry Committee started its work in late 1949, 

under a resolution passed on April 11 of the same year. The 

Subcommittee was headed by a Democratic Senator from Iowa, 

Llr. Guy 1,1 • Gillette* As food prices continued to mount 

during 1950, the investigation of that year covered price 

spreads in coffee, milk, dairy products, and meat. 

In 1949, at the opening session of the November 28 hearing, 

the chairman of the Subcommittee, Senator Gillette stated 

that he had received hundreds of communications asking that 

prices of coffee be investigated.2̂  He said that "while 

technically the committee^ authority does not cover imported 

commodities we will give consideration to this important 

item and if necessary, ask the Congress to expand the autho

rity of Senate Resolution No. 56, under which we operate."22 

At the next meeting of the Subcommittee, Sen. Gillette mad© 

clear that "we are of the opinion that the authority to in

vestigate the price spreads of foods and fibers carries 

with it at least an implied authority to investigate any 

factor or element that influences the use of the consumer1 s 

21Ibld.. part 2, p. 574. 

22Ideni. 
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dollar."23 The Subcommittee decided to make some prelimi

nary surveys and to delve as deeply as necessary into the 

coffee situation. Sen. Gillette continued his explanation 

that "the recent wave of scare buying of coffee is an ex

ample of the insiders having the facts and not making them 

available to the public*..Selfish trade interests and specu

lators.** were able to persuade the Census Bureau and the 

Department of Agriculture to discontinue the collection and 

publication of "/statistics on stocks of both green and 

roasted coffee, which had been available during war years 

but interrupted in 194#.24 In consequence, Gen. Gillette 

asked the Census Bureau to conduct a survey on the stocks of 

coffee*25 

On December 2, 1949* the Subcommittee continued the 

coffee investigation* Senator Gillette said that "since the 

speculators foreign and domestic, were successful in driving 

the price of coffee upward about 20 cents per pound, retail 
pe* 

prices have bounded upward in equal amount." 

25Ibld.. p. 611. 

24ibia., p. 611-612. 
zbThe results were presented by Philip M. Hauser of the 
Bureau of the Census in his statement before the Subcommittee 
in December 14, 1949. Be said that stocks of green coffee on 
November, 1949rwere almost identical with those of November 
of the preceding year. Only the quantity of roasted coffee 
increased greatly in relation to preceding months. ,'Cf. 
•Utilization of Farm Crops;.,•,Hearings..•,part 2,pp.1129-1140. 

26Ibid.. p. 787. 
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Coffee hearings started with the testimony of a con

sumer, who related his sad experience of purchasing coffee 

in a Safeway store in Washington, D. C. Just as this consumer 

was about to buy coffee, the price was marked up from 42 to 

51 cents. The next witness was the price maker for the Wash

ington division of Safeway Stores. He told the Subcommittee 

he had raised the price because of the manufacturer's ad

vance on cost to him."7 

On the sane day the Subcommittee listened to the state

ment of John 0. Gardner, President of the Hew York Coffee and 

Sugar Exchange, Inc. Mr. Gardner mainly supplied information 

about the Exchange.28 H© told Senator Gillette that the 

housewives contributed to the rise in coffee prices through 

scare buying. Senator Gillette said that "there is no doubt 

about Jhe consumer*s scare buying/, on the other hand, if 

there are speculative interests who.. .were long on the mar-

ket /and wareZ interosted in...driving up the price it would 

27Ibiti.. pp. 788-789. 

28ur. Gardner explained that not the Exchange officials, but 
commission houses and brokers (about 25 or 30;, whose princi
pal function is to receive orders from customers), operate 
in the coffee trade. When one of the brokers or commission 
house makes a transaction in the Exchange, he must deposit a 
margin (correspondent to the contract) in the Clearing Asso
ciation of the Exchange. For the service that these middle
men perform to their customers they receive brokerage (commis
sion) for execution of the trade on the floor, for carrying 
the contract, and for keeping the margin with the Clearing 
Association until the maturity of the contract, or delivery 
on the Exchange. 

The months of future delivery of coffee are mainly Decem
ber, March, May, July and September. (Ibid, p. 800.) 
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he distinctly to their advantages to plant. » • stories which 

might develop into scare buying. 

Also in the session of December 2, the Subcommittee 

listened to the statement of Edward G. Gale, Deputy Director 

of the Office of Middle America Affairs, Bureau of Inter-

American Affairs, Department,of State, accompanied by John 

K. Ilavemeyer of the Office of East Coast, South American 

Affairs, Department of State. Mr. Gale's statement was 

mainly a report on the Inter-American Coffee Agreement, acti

vities of the Inter-American Goffee Board, and a short account 

of recent developments in the coffee trade. It is clear that 

at the first hearings the Subcommittee was not familiar with 

coffee trade and production^and many misunderstandings arose.30 

On December 6, 1949, Sen. Gillette told the Subcommittee 

he was quite impressed by a chart submitted by the Exchange 

showing how coffee futures quotations had more than doubled 

since September. Also, the number of futures contracts had 

increased. He said that this proved there was speculation.3̂  

The first witness of that day was Albert XI. Prosterman, chief 

of the Tobacco, Sugar, and Tropical Products, section of the 

29Ibr'a., p. 813. 

30For example, Mr. Paul E. Iiadlick, counselor to the Subcom
mittee, was largely impressed by the activities of the Pan-
American Coffee Bureau, which he took for a cartel of the 
coffee-producing countries (Of., op. cit.. p. 819). Mr. Gale 
explained that the Pan-American Goffee Bureau was an advertis
ing organization to promote coffee consumption in the U.S., 
but he said that the Bureau was not within his competence 
and knowledge.•• 

31Ibid. p. 859. 
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Office of International Trade, Department of Commerce, 

accompanied by John K. Havemeyer who had testified at a pre

vious session. Mr. ProstermaHfs testimony conoorned general 

facts of coffee production and trade, with special reference 

to Brazil*s participation in the coffee trade. 

On December 7, 1949, Sen. Gillette informed the Sub

committee that he had been invited by the Rural Society of 

Sao Paulo, Brazil, to make a personal visit to Brazilian 

plantations. 

Ag the information on Brazilian coffee stocks and pro

spects for future crops conflicted, the Subcommittee asked 

the Secretary of State, Dean Acheson, to return one of the 

members of the Embassy staff at Rio do Janeiro to the U. S. 

to appear before the Subcommittee. On December 8, Robert 33. 

Elwood, second secretary of the. Embassy at Rio de Janeiro, 

testified before the•Subcommittee and gave specific infor

mation on weather, stocks of coffee, crop estimates, factors 

operating in the Brazilian coffee market, and an explana-

It seemsthat since the Subcommittee Investigators were 
acquainted with the sharp rise in coffee prices and with the 
large number of futures contracts in the Exchange, of whioh 
very few were converted into actual delivery of coffee, they 
decided that the rise in coffee prices was due to speculation 
and not shortage. The point was that high prices were charged 
to speculation until shortage could be proved^although they 
did not specify what they meant by shortage). Thereafter, 
the Subcommittee concentrated its efforts toward obtaining 
statistics of production and exports and estimates of crops. 

ggIbld« p. 876 
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tion of how European currency devaluation would affect the 

Brazilian coffee market. Mr. Elwood's statement was by no 

means limited to these points; it included a detailed analy

sis of Brazilian coffee production and trade, with discussion 

centered mainly on coffee statistics. 

Tne Pan-American Coffee Bureau's representatives were 

present at the Subcommittee investigation on December 12. 

They were Charles G. Lindsay, manager of the Bureau, and 

K. G. Goelkel, secretary. LIr. Lindsay explained the function 

and activities of the Bureau and mainly refuted the Subcom

mittee's accusation that a Bureau advertisement^ was, a 

"bullish" statement.55 

On the same day, the secretary-manager of the National " 

Coffee Association,56 'William ?. Williamson, testified be

fore the Subcommittee. He was asked about the operation of 

his association and genoral questions on the coffee trade. 

The Subcommittee suspended its work on Dec. 14, 1950. 

A few days before this Sen, Gillette told the press there 

was evidence that "some speculative interests nre still mani-

Sit 
*"The advertisement was headed "The Pan-American Coffee 
Bureau brings you the facts behind present coffee prices," 
was published in thirteen daily newspapers on November 18,1949. 

55Ibld.. pp. 980-1018. 

^The National Coffee Association is an organization of 
American corporations engaged in the business of Importing, 
roasting, packing, and distribution of coffee. 

37Ibia., pp. 1020-1056. 
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pulating the coffee market," and that his committee intended 

to continue its investigation of the coffee-price increase 

as soon as Congress made new funds available.38 A nev; grant 

of an additional £538,000 permitted the continuation of the 

investigation of coffee (and other foods). 

In 1950 a total of 8 days were spent on coffee hearings 

which commenced on March 7 and extended into Hay. 

On March 7, George V. bobbins, Manager of the green 

coffee section of Maxwell House, a Division of the General 

Foods Corp., said in his testimony before the Subcommittee 

that he saw little hope for lower coffee prices in the near 

future. He told Sen. Gillette that his firm had not bought 

or sold coffee on the Exchange in the Fall of 1949. However, 

on May 16, Mr. bobbins was called again to clarify the pur

chase of 208 S contracts (50,000 bags) on the Exchange.39 

Two days later, Andres Uribe, acting chairman of the 

Pan-American Coffee Bureau, read his statement before the 

Subcommittee. Mr. Uribe denied that the national Federation 

of Coffee Growers of Colombia (of which he was the Hew York 

representative) fixed minimum prices of coffee. He said that 

"•'^Although Congress had reassembled January 3, there were no 
funds under which the Subcommittee could operate. 

39Of the 208 lots, only 57 were delivered. Mr. Bobbins 
explained that those transactions were made only to try the 
8 contract. (Of.. Ibid.. part 3. pp. 1161-1190 and 
1497-1513.) 
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the minimums wore fixed by the Board of Exchange Control 

(Junta de Control de Gambios), a government institution 

concerned with exchange problems. Ho added that the main 

problem was dollar exchange fluctuations, since coffee was 

the principal source of dollars. 

On March 9 the Subcommittee also listened to the state

ment of Hon. M. 0. Burnside, representative in Congress from 

the State of West Virginia.40 

Francis 11. Kurtz, head of the Atlantic & Pacific grocery 

chain's coffee division* testified March 14 that the rise in 

coffee prices could have been foreseen early in 194-9, when 

the Brazil National Coffee Department (DUG) announced that 

its surplus stocks of coffee had been entirely liquidated. 

He said also that, for the year ending February 25, 1950, the 

profit on a pound of coffee Sold by his company was exactly 

the sane (1.05 cents) as it had been the year before* despite 

LIr. Bumside's statement was one of the most curious 
during the coffee hearings. He told the Subcommittee that 
he had been in the Far East and in Southeast Asia in 1929-30 
and in the Fall of 1949. He said he saw many opportunities 
for developing coffee plantations in that region but that 
planters did not have dollars to buy the tools that one of 
his companies - Ames-Baldwin Wyoming Co. - was willing to 
sell* For the purpose at providing dollars to tho countries 
of those areas* he introduced a bill in the House of Repre
sentatives that would fit such purchases into the point 4 
program* (Cf. Ibid., pp. 1233-1237)• An article in Coffee 
and Tea Industries and the Flavor Field (July, 1950, p* 37) 
entitled "The Coffee Outlook" stated that "the congressman 
j/TT. G. BurnsideJ has a bill in the hopper to encourage coffee 
production in Southeast Asia, an idea which trade leaders 
consider silly, since that area has been turning out coffee 
for 100 years, never of a quality good enough to be a factor 
in the world market." 
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the rise in retail prices.^ 

On March 16, Leon Israel, -Jr., president of Leon Israel 

& Bros., Inc., (a Green coffee importing firm) told the Sub

committee that there was no shortage. He said the word 

"shortage" had been improperly used, "but I think there have 

been short supplies, and there still are short supplies.If~2 

On April 10, the Gillette Subcommittee released data on 

sales by 53 roasters who accounted for about one-half of the 

country's normal business. This data showed that sales 

during the period from December, 1949, to February, 1950, were 

about 41,1 under the previous three months. 

On April 11, several officials of the Hew York Coffee 

and Sugar Exchange, Inc., were questioned. Frederick H. 

Silence, vice-president, told the Gillette Subcommittee that 

90$ of the buyers In the long position were Brazilians.^ 

0. A. Uackey, chairmen of the coffee committee of the Exchange 

said that: 

"... at all times the Brazilian, or anyone else, I don't 
care whether it is a Brazilian, was able .to buy coffee 
here at a much lower price than he could in his own 
country, because of the minds of the people in this 
country. Ye did not believe all the things we were 
told. I was one of the people, I will admit, that could 
not see this terrific advance, so, therefore, we were 
;tije sellers. Ye thought this thing was a bubble, you 
might say, but by having that type of mind where we did 
not believe, we made a price that was very attractive 

41rola.. p. 1309 

42IV;la., p. 1333 

43IMd. , p. 1370 
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to any producers v;ho could bu y from us, and those who 
do not raise any coffee buy it cheaper from us than 
they could any place else, or in his own country,t!-^ 

The point which Sen, Gillette and the Subcommittee called 

to the attention of the Exchange officials was that out of 

an estimated 50 million bags of coffee produced in the world, 

only coffee delivered at Santos could be used to fill Con

tracts 3 and D» Mr, Liackey replied that coffees grown in 

Brazil and shipped through the port of Santos were considered 

adequate to fill those contracts. To this Sen. Gillette 

replied that there was still a limitation because the Brazi

lian Government restricted the amount of coffee to be delivered 

daily at Santos port.45 

On April 21, the Administrator of the Commodity Exchange 

Authority of the U.S. Department of Agriculture, Joseph M. 

Mehl| told the Subcommittee that coffee was not covered in 

the Commodity Act because the act did not cover imported 

commodities.45 

Following this, Alfred Boedtker, partner of Volkart 

Bros. Co. (commission house in New York), testified before 

the Subcommittee under subpoena. Mr. Boedtker was called 

to supply information on the operations of his firm in the 

New York Coffee and Sugar Exchange. Among his clients was 

44Ibiu., p. 1392. 

45Ibid., p. 1376. 

46Ibid., pp. 1435-38. 
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the Bsoriptorio Supplioy^ of Sao Paulo, Brazil, which had 

profited in operations on the Exchange by $3,30G,896,25, 

between July 1, 1949, and March 31, 1950. 

On Hay 16, Angus Mackey of Angus Mackey & Co., (New 

York green coffee agent) testified also under subpoena. I.Ir. 

Mackey, a Member of the Exchange, told the Subcommittee that 

the rise in coffee prices was artificial 3̂ and he also said 

ho was one of the Americans who bought coffee they had sold 

before . the Brazilians. 

The last hearing was tho testimony of Messrs. H. V/. Pinto 

and II. J. Poirier of the Department of Commerce, who informed 

the Subcommittee about import and export taxes in Brazil and 

Colombia# 

A formal report issued June 9, 1950, by the Subcommittee 

demanded sharp curbs on coffee speculation. The Gillette 

group urged government supervision of the Now York Coffee and 

Sugar Exchange, and asked the Department of Justice to file 

^Escriptorio Supplicy is a commission house which does 
business for its clients ana Mr* Boedtker cleared the trans
action in the Exchange. (Of. Ibid., pp. 1458-1458.) 

-8Xbld.. p. 1530. 

49Ibid., p. 1528. 

50 In is:., pp. 1535-37. 
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suit unless foreign coffee interests disposed of stocks 

through regular channels of trade. 

A week after the publication of the Subcommittee * s re

port, a Special Commission on Coffee of the Inter-American 

Economic and Social Council, of the Organisation for American 

States, issued a statemont protesting against the Senate 

Subcommittee's report. In the statement published by the 

press51 (which v/as a summary of a more detailed report sent 

to the State Department), the commission asserted that price 

advances wore due basically to the operation of the laws of 

supply and demanc, and not to speculation as charged. 

Later, respresentatives of fourteen Latin-American 

countries called on Secretary of State Dean Acheson to 

protest a Senate proposal to control the price of coffee. 

The report that the Ambassadors gave to Mr. Acheson stressed 

these points: that the Gillette Subcommittee was in effect 

proposing to subject the Latin-American countries to economic 

warfare; that the proposals, if followed, would interfere with 

the internal affairs of Latin-American countries; that a 

serious threat to the Latin American economy had been made 

by the Subcommittee's proposal to give technical assistance 
to coffee-growing areas of other friendly nations. The pro

test asked the U. S. Government to give assurance that Wash-

^1"Latin Americans Protests on Coffee", Hew York Times. 
June 20, 1950, p. 15. 
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ington's policy toward Latin America would not be changed 

adversely. 

Edwin G. I'iller, Assistant Secretary of State, in 

testimony before the Senate Agriculture Committee, took 

sharp exception to the accusations made by the Gillette 

Subcommittee. He said the report was hurting "good neighbor? 

relations, and asked that it be revised. Also, he said that 

"the U. 3., with its multi-billion-dollar farm support pro

gram, was in no position to criticize South American countries 

for trying to help their coffee grower".53 Later, Sen. 

Gillette said that some of the recommendations should be 

changed or eliminated entirely. 

The reworded report came out on August 22, 1950. It 

still did not meet with State Hepartment approval. The 

next day, Secretary of State, Dean Aceson. expressed "regrets" 

that the Senate Agriculture Committee had failed to elimi

nate references to the activities of producing countries in 

its revised version of the "Gillette" coffee report. It 

would be regarded by Latin American countries as hostile to 

"their legitimate economic interests." Coffee-producing 

country representatives called the revised report "very far 

from a proper presentation of the true facts on coffee."^4 

1)3"Senators to Ease Coffee Criticism", Ibid., December 6, 
1950, p. 19. 
°-Theophilo de Andrade's declaration(Brazilian representative 
in the Pan-American Coffee Bureau) in "State Department, 
coffee interests not pleased by modified Gillette report", 
Coffee and Tea Industries and the Flavor Field. Vol. 73, no. 
9, Sent ember, 1950, p. 18. 
52 """"Coffee Commission Denies Price Gauge", New York Times,June, 
20, 1950, p. 15. ~ 
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However, the Subcommittee did not rework the report again. 

On November 15, 1250, Senator Gillette stated that no • 

further hearings on coffee would be held during the 81st 

Congress. 

This investigation, as has been pointed out, extended 

over a period of several months and, according to the chair

men of the Subcommittee, was met by a certain apathy on th© 

part of coffee producers toward the course of the investi

gation. There wore even people who suggested that the results 

of this investigation would be useless. They claimed that 

the statistical position of coffee would guarantee a steadi

ness in its prices, so any government measures, as recommended 

by the Subcommittee, would be a wasted effort. 

But as the investigation was developing and being made 

known to the public, its effects began to tho felt upon the 

transaction of tho Exchange. Some doubt arose in relation 

to the so-called uselessness of the investigation. Perhaps 

for this reason the I'ederaqao das Associates Rural s do 

Estado de Sao Paulo (Federation of the Rural Associations 

of the State of Sao Paulo) sent a committee of its represen

tatives to the United States in order to arrive at some sort . 

of agreement with the Subcommittee. However, the committee 

was too late for its arrival was coincident with the publi

cation of the report of the investigation. 

During this review of the Subcommittee hearings on 

coffee we have intentionally omitted or briefly mentioned, 
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the opinions of different individuals or organizations which 

were called to testify# Indeed, the Subcommittee was greatly 

interested in these opinions and, as such, they deserve a 

separate consideration# In the following chapter these opi

nions will be briefly summarized# 



Chapter 12 

OPINIONS CONCERNING THIS HI SB IN 
COFFEE PRICES IN LATE 1949 

Various opinions were held concerning the rise in 

coffee prioes. They are divided here according to the 

interest that each group represented in the coffee industry 

or trade, including those individuals or organizations that 

were involved in the investigation although not directly 

concerned with the coffee trade. Those opinions may not be 

necessarily opposed to one another. On the contrary, as 

will be seen, all agreed basically on one point, that there 

were short supplies of coffee. However, differences arose 

in what was understood by short supplies or from what angle 

the problems was analyzed. 

1) Senate Agriculture Subcommittee. 

The Subcommittee concluded that the main cause of the 

rise in ooffeo prioes was speculation on the Exchange. (The 

Subcommittee's conclusions will be examined more fully In 

subsequent chapters,). 

At the Annual Oonvention of the National Coffeo Associa

tion00 (held in Florida, on December 4-8, 1950, and attended 

by some Latin American representatives, including Brazilian), 

the Chairman of the Senate Committee of Agriculture and 

Forestry, Senator Allen I. Ellender, said that lie was opposed 

to the Thomas bill making coffee transactions subject to re-

55"Coffee Trade Prepares for Emergency at Record Annual Con
vention of National Coffee Association", Tea and Coffee Trade 
Journal, Vol. 100, No. 1, January, 1951, pp. llff. • ' 
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gulation by the Department of Agriculture because he would 

not "support any legislation that will permit bureaucrat!o 

control of" the Latin-Am©rifian countries transactions* As 

for the so-called Gillette Subcommittee's report on coffee, 

he pointed out that "it was not an expression of the foreign 

policy promulgated by a policy-making agency of our govern

ment*" Also, he said that he was not at that Convention 

"to damn or defend the coffee report, or even explain it, 

and certainly not to apologize for it* It is only a report 

to a Senate Committee or in the last analysis, an opinion 

of a very small group of investigators dn the U. S* Senate*11 

2) U. 3. Department of Commerce* 

Albert II. Prosteman pointed out that "there was a basis 

for something of a price rise but that was a long-term basis, 

and that the...steep increase in prices was due possibly 

to short-run factors.*."5** The long-run factors were (1) 

decrease in the tree population in Brazil; (2) the increasing 

U* S* consumption trend. The short-run factor was the rumor 

that a drought existed in Brazil. Referring to Brazil, he 

said that "what happens in /Ehis country^ is the major factor 

whether coffee is in plentiful supply or in short supply." 

Ilr. Prosternan's account of the rise ih coffee prices was 
identical to what he exposed in his article published on the 
Foreign Commerce Weekly, on November 21, 1949. The quotations 
above are from Ills statement before the Subcommittee. (Of., 
Utilization of Farm Crops:..•, Hearings..., part 2, pp. 600-
86171 
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5) U. S. State Departments 

Edward G. Gale said that he had "little information re

lating to any unusual short-terra forces that may aocount for 

the very substantial increase in the coffee prices,.. It is 

my understanding that one of the principal subjects of in

quiry by the committee relates to the special factors that 

may be responsible for the price increase... /There are 

forces which? have been operating to reduce world coffee 

production and to increase world coffee consumption...and • 

brought world supply and demand for coffee into much closer 
57 equilibrium than seemed possible only a few years ago.T?%* 

Robert 3. Elwood said the factors responsible for the 

rise in coffee prices appeared to have been as follows: 

"{l)The very strong statistical position of ooffeo at 
the beginning of the current marketing season. 0.949-
50]...(2) The unexpectedly heavy rate of exports since 
Juxy 1 of this year /X949/.•.this rate of exports would 
have resulted in the complete exhaustion of coffee 
supplies in Brazil before the 1950 crop would begin 
to become available for exports in duly of that year. 
(3) The drought in south central Brazil, which destroyed 
all hope of a bumper harvest in 1950...(4 ) The final 
liquidation of the Government-owned stock of coffee..." 8̂ 

Edward G. Miller gave, as Assistant Secretary for Inter-

American Affairs, the State Department*s point of view on 

the subject. He said that the "Department believes strongly 

that no accusations of manipulation of markets, or collusion 

between producing interests, should be made unless and until 

57Ibia.. p. 825 

58rbia., p. 950. (Of., supra,pp. 96-97) 
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there is clear evidence to substantiate such charges,," He 

added that "little or no information is supplied in the re

port by way of background" for the recommendations reached 

by the Subcommittee. He continued that "the State.Depart

ment is not here to plead a case for high coffee prices... 

£jaut the recommendation̂  appear to tho Governments and the 

people of the Latin-American countries to be either a re

flection upon tho Governments or an attaok upon their econo

mies."59 

-) Brazilian Press. 

An article published in a Sao Paulo newspaper60 said 

that "in the last decades* the institution of these committees 

of investigations has degenerated...sorving less the actual 

interests of the country and more the propaganda aspirations 

of certain senators anxious to be in the headlines of large 

newspapers..." and because of this fact there v;as no reason 

for the alarm which had been observed in certain Brazilian 

coffee groups. The article mentions further the causes of 

the rise in coffee prices: (1) liquidation of the stocks of 

the Brazilian national Coffee Department (DITC) and conse

quently the disappearance of the constant threat which was 

forcing the "bear" speculation; (2) the non-devaluation of 

59E. G. I'iller, "Clarification asked on Senate Coffee Report"* 
TJ. S. State Department Bulletin. Vol. XXIII. Ho. 577. July 24. 
I95̂ r, pprT40̂ 44: : 

SOttjnvQstigaqoes ilorto-americanas acerca do cafe"t 0 Estaflo 
de Sao Paulo, December Gf 1949. 
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the cruzeiro; (3) increasing consumption trend in the U. S.j 

(4) recuperation of the European markets; (5) decrease in 

coffee production. 

The same paper in other articles0" refers to the Senate 

Investigation as "demagogic" and for "domestic use and elec

toral appeal." The general fiew on the matter of the rise 

in coffee prices was that the U. S. would in the long 

run profit from the situation, because the Latin-American 

countries, having more purchasing power in the U. S., would 

buy more from this country; besides, U. S. investors in Latin-

American countries would have guarantees of the transfer of 

dividends from their firms in these countries. 

A more elaborate explanation of the reasons why the 

Senate was investigating the rise in coffee prices was 

presented in another article.It states that the investi

gation revealed a U. S. attempt to influence the price for

mation of coffee and was an aspect of the U. S. manufacturers1 

campaign against the high prices of raw material hot produced 

in the U. S. 

Generally speaking, the principal argument brought by 

51"Problema3 da Politics Cafeeira", Ibid.. December 20, 1949. 

oS"A Ha fd do Senador Gillette", Ibid, December 31, 1949. 

^'"Gillette nao passa de urn episodio", Suplamento de 0 
Bstado de Sao Paulo,. JUne, 1950. 
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tho Brazilian pross commentators was that the Senate's 

attitude was contradictory: criticizing the control policy 

of some coffee-producing countries and favorizing artificial 

prices of cotton and other domestic agricultural products 

within the U. 3. market. This fact was a basis for dis

trusting tho honesty of purposes of tho Senate Subcommittee 

in investigating the riso in coffee prices in ordor to defend 

the U# 3, consumer# 

5) Brazilian Coffee Growers. 

Brazilian growers , through their association - tho 

Brazilian Rural Society, explained in a letter6̂  to Senator 

Gillette that coffee prices v/ero high because of incrousing 

cost of production at tho producing center, "which have no

thing to do with external factors which have raised the price 

at the consuming" countries# 

Antonio do cuoiroo Tolles, in a speech delivered in the 

name of the coffee planters at the Inter-American Council of 

Commerce and Production55 (held in Cantos, Brazil, in late 

April 1950), explained that high coffee prides were due to 

the increasing consumption over production, to tho non-do-

valuation of tho cruzeiro, to the abolishment of the Brazilian 

National Coffee Department which had liquidated all its 

coffoe stocks, and to increasing production costs# 

^utilization of Farm Crops:#.#, Hearings, part 2, pp. 1144 ff• 
Also published In the Polka da Hanhjt (Sao Paulo newspaper), 
December 14, 1949. 

65rbia., part 5, pp. 1496-1498. 
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£« Koastors. 

U. S. roasters were ropresented in tho Subcommittee*s 

hearings by two inportant U. 3. firms: George V. Bobbins, 

manager of tho green ooffeo section of the Haxwe^ll House 

Division of the General Foods Corp. and Francis I!, hurts, 

Pro sident of tho American Coffee Corporation and of tho 

coffee division of the Great Atlantic & Pacific Tea Co. 

Hr. Bobbins told the Subcommittee that tho rise in coffee 

prices was duo to a statistical shortage in the world supply.6? 

lie attributed the supply shortage mainly to unfavorable 

weather conditions in Brazil, which he had personally ob

served when in Brazil in February of 1950. 

Hr. Kurtz believed that "...the rise in coffeo prices... 

could have been for03con early in 1949, when tho national 

Coffee Deportment in Brazil announced that its surplus 

stocks of ooffee had boon entirely liquidated." Lator, he 

added that "the riso in green prices in 001obcr-IIovember 

/of 194S7 was too rapid in view of the rains which came late 

in October and which will produce a fair crop in Brazil for 

1S50-51. At tho same tine, I do feel that present prices 

might have been reached by April or Kay of this year through 

a more gradual advance from September through Hay."^8 

bGCf., supra, pp. 98-100. 
67 "'Utilization of Kama, Crops:.... Hearings..., part 3, p. 1170 

6sIbld.. pp. 1276-77. 
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In tliis connection, the Subcommittee also investigated 

the retail price policy followed by those two roasting 

firms. As to the coffee sold by the Maxwe^ll House, it seams 

that retail prices vie re increasing in accordance with the rise 

in the coffee market and not on the basis of purchases. 

Mr. Kurtz's declarations appear to present the same 

situation, i. e., A & P was increasing retail prices of its 

coffee, although it was using coffee stocks bought before 

the rise had taken place in October and November of 1949. 

Both firms defended their policy of anticipating in

creased inventory replacement costs and consequently, avoiding 

a sharp increase in retail coffee prices that would have an 

undesirable effect upon consumers.^ 

7) Hew York Coffee and Sugar Exchange. 

Ihe Exchange officials were mainly called before the 

Subcommittee to give an account of the Exchange operations. 

However, the investigators asked Robert 3. Atkinson, presi

dent of the Exchange, whether he believed that the sharp 

increase in the cost of coffee was justifiable. Mr. Atkin

son said that "...this rise in price of coffee was due to 

natural reasons... It was aggravated.•.by any number of 

things...by conditions in Brazil, ...by conditions- here in 

e 9 Edwin rf. Gibson's (Executive vice-president of the Gnerai 
Foods Corp,) declaration before the Subcommittee. Ibid., 
pp. 1175-77. " 

70Ibid., pp. 1176-77 and 1298-99. 
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this country, and the fact that your /sicj price structure 

change occurred so violently is explained ••."by the fact that 

it has leveled off in an orderly manner, and it is, in my 

experience, the noma! action of any market when it is 

subjected to situations of this hind.Y'hen Mr. Atkinson 

was asked whether the rise in coffee prices was due to a 

"tremendous amount of speculation in the coffee market," he 

said that it was due to the shortage of supplies.7̂  

8) Pan^/merioan doffee Bureau. 

Andres Uribo?s skid in his tostimony bofoi^e the Subcom

mittee that the rise in coffee prices was primarily due to 

the fact that world consumption exceeds production. He 

added that "there never was a shortage of coffee supplies in 

this country /Unitod states/.but /the/ trade took a 

complacent attitude /as to how long reserve stocks could be 

held by the national Coffee Department of Brazil, and/... 

somehow felt that these reserve stocks would continue forever. 

/?ut when it was evident that there were no more coffee stocks 

in Brazil and the rains failed to fall in time for the 1949-

50 crop/...the buyer in New York became worried.• ./and/he 

bought heavily..."^ 

71roid.. p. 1337. 

72Iden. 

7Sqf. supra, pp.38-99. 

'•^utilization of Farm Crops:.. .hearings... ,part 5,p. 1215. 

75Ibid.. p. 1217. 
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Tho heavy purchases of ooffoe in a short period of time 

ooourred when the trade realized that the Haricot situation 

had changed, based on facts the trade had not wanted to 

believe before. 

9) U. S. Middlemen« 

Leon Israel, Jr.*7*7 attributed the sudden rise in coffee 

prices to the following cause: 

(a)"...the sale by tho Brazilian Government or 
its agency, tho DNC, of their stocks.../The stocks 
which amounted to 3 million bags had forced prioes 
down for a time/" until those ooffeee moved into con
sumption far faster than.•.many poople in the trade 
had anticipated they would."78 

(b) "...we had anticipated that Europe would 
take 7 million bags, instead of which Europe took 
8 million bags during 1949. Europe took...those stocks 
far more rapidly and in for greater quantities than 
we had expected."Y9 

(c) JTm expected 1949-50 bumper crop did not 
materialize. Even so, roastersj "had hesitated in 
replacing and buying for their fall requirements, 
hoping that the flowering would be a &ig one and a 
good one and would have an affeot on the market. 
Along about August wo began to get reports as to a 
drought and dry weather, but at the same time that we 
ourselves got those reports we feot a word of caution 
that v/e were always waiting until tomorrow for rain 
before we went to buying." 

(d) "...finally in September, when England de
valued her currency, many people in the trade felt that 
Brazil would follow and devalue her currency, which would 
mean far lower dollar prices for coffee, and it was not 

76Ibi3.. p. 1327. 

77Cf. sumra. p.100 

^%tilization of Farm 'Crops:.. .Hearings..., part 5, p. 1329. 

^Idem. 

8 Q Idem. 
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until the 12th of October that the Bank of Brazil gave 
out its buying rate for soft currencies, I/hen that 
was given out and it sunk in on the .American market 
the last prop had been taken away, or the last excuse 
for coffee to go down, and then unprecedent orders 
came down to Brazil to buy."81 

Angus Uaokey82 said that "in tho boginning of the 
year /I949J % we did not believe the reports coming out 
from Brazil about the coming crop,,.but finally toward 
the end of the year, we became convinced that a short
age did exist. Through the confusion of reports we 
would tako:in hbdgbstone: day, then we would get excited 
and we would put them back tho next day. We did not 
know whether we were coming or going. ...And these 
reports kept coming in, and wo did not bolieve them* 
but finally we had a cable to the extent that by May 
/l9507 there would be no coffee available for exports 
from Brazil. ...we thought were foolish, so we just-
turned around and went with them. It was the only 
thing we coyId do, and there was panicky buying by 
everyone."88 

Pi 
Ibid., pp. 1329-1330. 

82Cf., supra, p.102. 

8̂ Idem., pp. 1520-21. _ .. , .It is very interest-
to note Mr. Mackey's attitude during the testimony. The 
reader clearly sees that he was one of the victims of the 
transactions in the Exchange.•»(Of•, Mr. Israel's testimony 
on the Utilization of Farm Crops:... Hearings..,, part 5, 
pp. 1325 and 1328, from which we summarize some passaged that 
will help the readers in understanding the situation.) 

Leon Israel said that futures quotations in Santos 
Exchange (Brazil) were higher than the futures in the New 
York Exchange, which he attributed to the fact that Brazi
lians have more confidence in the future price of coffee 
than the Americans. Consequently, the cheapest place to 
buy coffee was in New York Exchange. And the Brazilians (as 
many others did) staged buying futures contracts, long 
position, in the ilevr x'ork Exchange, hoping to sell them at 
higher prices (bull speculation). Conversely, the "bear" 
speculators, mostly Americans and among them, Mr. Mackey, 
were "short in the market, when the contracts matured or 
it was sure to everybody that the expected events that 
could turn the situation (Of. supra, pp.100-102) in favor of 
the "bear" speculators did not take place, they had t<9 buy 
what they had sold before. Of course, the "bulls" profited -from 
the difference. 



Chapter 13 

-ANALYSIS OF THE SENATE REPORT 
OF THE HIVES TIG ATI ON 

After the Subcommittee had held its hearings which have 

been discussed in' the two preceding chapters of this study, 

it published a report with its conclusions and recommenda

tions on June 9, 1950.84 Later, the Subcommittee reworded 

the same report, and the revision was published on August 

ZZ. The present ohaptor will be concerned with an analysis 

of those two reports. The reader will see that there are 

no outstanding differences between the two. There are 

minor changes in thesewnd report, with the purpose of temper

ing the wording rather than altering the contents of the con

clusions and recommendations of the-fast report. Hence, this 

analysis will be made as if there were only one report. 

Changes observed will be indicated in footnotes.85 

The report opens with an introduction in which it is 

pointed out that coffee is the favorite beverage in the U. S. 

and a very important export item for many Latin-American 

countries. There follows a short history of the introduction 

of coffee cultivation into the western Hemisphere and a more 

detailed description of the coffee control plans in Brazil 

and the surplus of the thirties. The coffee trade during 

84Cf., supra pp. I 

85The reader is invited to turn to the Appendix G, where he 
will find listed the recommendations of both reports, with 
notes on the changes observed. 
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the World Tar II period and the sale of surplus coffee that 

was hold by the national Coffee Department of Drazll are 

discussed. The report also refers to the fact that Brazil 

did not follow the English policy of devaluation, and the 

Subcommittee criticized the Brazilian policy because it 

"has made coffee production lo3c remunerative than it would 

have been under a froe exchange.Finally the Subcommittee 

concluded that "the record chows that the speculators, ex

porters, and importers were In the main the ones who pro

fited by the rise in coffee prices in late 1949."87 
on 

Based upon statistics supplied by Mr. Elv/ood and many 

other witnesses, the Subcommittee arrived at the conclusion 

that there was no shortage of coffee then and that a future 

shortage seemed unlikely. 

The disposition of the DNC coffee stocks caused a con

troversial debate as to the type of liquidation conducted 

by the government. 

8%tilization of Farm Crops:.... Report no. 2377 on S. Res. 36 
and S. Res. 198, U. S."Subcommittee" on Agriculture and Fores
try, 81st Cong., 2d sess., (August 23, 1950) p. 14. Here
after this report will be called "second report". The report 
that preceded the latter, published at June 9, 1950, will 
be called "first report". The above quotation as compared 
with the first report was somewhat different than the second 
report: "...to the United States dollar /the non-devaluation 
of the cruzeiro/ has had a bad effect." Yp. 13). 

8̂ Ibid., p. 14 (first report) 
88 Of., supra.pp. 96-67. 
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The report alleged that whereas the liquidation of 

these stocks came as a surprise to most persons in the coffee 

trade in Brazil and in the U. S., Mr• Bobbins'. of tho Max

well House divisior, seemed not surprised* "In most oases 

the sales of coffee by the National Coffoo Department of 

Brazil in 1940 and 1949 were made with the understanding 

that, except in the case of Mr* Hobbins and his company, 

the coffee was not to be sold for use in the United States 

and Canada*"8® 

The study of the Brazilian coffoo situation is followed 

by an examination of the developments in Colombia* The 

Subcommittee concluded that Colombian coffee's wore being 

hold in tho interior of Colombia or in Hew York warehouses, 

and that these stocks had been increasing since the beginning 

of 1950, including the percentage of coffee owned by the 

National Federation of Coffee Growers of Colombia• (a govern

ment-supported cooperative of coffee interests in that 

country)? which had also been increasing* This fact the Sub

committee interpreted as resembling •the policies of 

price pursued by Brazil prior to 1930.Consequently, the 

Subcommittee suggested that the U* S. Department of Justice 

should investigate the activities of that organization. 

^Utilization of Farm Crops: ** .Report no* 2377*.., p. 16. 
(In the first report, it is worded: "...except for the favors 
granted Mr. Bobbins...", p. 15.) 

"°rbid, . p. 20. 
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Also, the Subcommittee criticized the Colombian government 

for not devaluating the peso and for -fixing minimum, export 

prices on coffee. This latter practice would be harmful 
91 to the coffee export business outside the Federation, 

In relation to the Pan-American Coffee Bureau, the Sub

committee concluded that the statistical service of this 

organization was of little value and that it even used figures 

of United States government departments. Consequently, if 

the Bureau did not have accurate statistics it should refrain 

"•••from trying to explain a situation in the manner in v/hi~ch 

it did,"93 

The activities of the New York Coffee and Sugar Exchange, 

Inc., received more lengthy treatment in the report. It 

included a history of tho Exchange. and a review of past 

speculation v/aves which had provoked either U. S. Senate or 

Federal Government intervention. Then, having described the 

operations and typos of futures contracts, the Subcommittee 

concluded that the S and D contracts were of a very restric

tive nature as to the exact specifications of tho type of 

coffee, the very particular plade in which it was grown -

Sao Paulo - and the requirement that shipments be made through 

the port of Santos«,9c Due to the nature of those contracts, 

91 " Criticism was made on the basis that the minimum export 
prices were said to be higher than those prevailing in the U.S. 

92The Subcommittee was referring to an advertisement, claimed 
to be intended to bull or support the coffee market. Ibid,, 
p, 24, (Of, supra, p. 97 ). 
93 

" Of,, supra,pp. 90-91 
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very little coffee actually moved as a result of futures 

tradinc. The Subcommittee included the following table in 

support of the above statement: 

TOTAL SALES FOR MARCH X950 DELIVERY - MAR. 1, 1949, TO AMD 
INCLUDING MAR, 24, 1950 

Contract S: 1,458,500 bags or 5,834 contracts. Delivered: 
. 10,250 bags or 41 contracts. 

Contract D: 523,000 bags or 1,292 contracts. Delivered: 
750 bags or 5 contracts.94 

Tho Subcommittee therefore recommended that those contracts 

be scrutinized carefully because they are "...ready made 

contract!s] for the Brazilian interests, particularly specu

lators."9̂  

Still dealing with Exchange activities, the subcommittee 

wrote that "...what puzzled the subcommittee greatly is that 

these Brazilian traders aro buying coffeo futures in New 

York, not selling; instead of a true hodge their operation 

is truly a speculative transaction...To make natters worse 

the Brazilian Government placed restrictions on entries of 

coffee into the port of Cantos this past winter /T949"J as 

low as 10,000 bags a day."9® 

Referring particularly to the speculation period, tho 

Subcommittee commented: 

"This buying of the nearby months and selling the 
far months and tho control exercised by foreign interests 
on the long side, have had a vicious effect on the 

9%tllization of Farm Crops;..., Report no. 2377..., p. 28. 

95Ibld.. p. 29. 

96lb34. i p. 30. 
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coffee trade and have been responsible for the holding 
of coffee prices at high levels. 

"Normally one would expect Brazilian producers, 
merchants and others interested in coffee to utilize 
the facilities of the exchange to hedge their expected 
crops of coffee or actual holdings of coffee, on the 
short side, against changes in the price. 

"About 50 percent of the long position in coffee on 
the New "fork Coffee and Sugar Exchange, Inc., as of 
March 51, was owned by foreign interests, and fully 
50 percent controlled through one brokor in Brazil"9' 

Bug to the fact that one brokor controlled 50$ of long 

positions in coffee contracts, considered to bo of a specu

lative character, the Subcommittee recommended that coffee 

trade should be placed under the Commodity Exchange Ad

ministration. 98 

The next topic considered by the Subcommittee in its 

report was an analysis of the statistical service. The Sub

committee considered existing statistics on coffee incomplete, 

inaccurate and unreliable. 

The Subcommittee then analysed coffee consumption in the 

United States and estimated that it would decline to less 

than 15 pounds per capita in 1950 (as compared with 18.3 in 

1949), assuming that prices remained at the level of the 

early 1950. In relation to coffee consumption in Europe, the 

Subcommittee belieyed that if Europe bought more coffee it 

was because "...this was aided principally by the dollar 

9 7 lb id.., p. 31-52. 

98Ibia.. p. 52. 
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purchases of coffee by tho Economic Cooperation Administra

tion /Harshall-plan funds/•••" 

Tho United States domestic coffoo businoss was subjected 

to some criticism. "Not all of tho mark-up in the price of 

coffee can be attributed to the ri30 in green-coffee prices. 

There is a practice in processing and merchandising of 

marking up products on the basis of percent ago of cost". 

...at least 7 conts per pound wa3 added to coffee prices by 

our own domestic roastors and retailors who work on a per

centage mark-up basis rather than on a unit mark-up basis.n"L0° 

Under tho title of "What Caused Coffoo Prices to Kise2.n, 

the Subcommittee reviewed tho different opinions on tho causes 

of the rise in coffoo prices. 

The Subcommittee concluded that tho rise in green coffee 

prices, from 20£ cents por pound in April of 1949 to around 

30 cents in September of 1949 was inevitable duo to (a) de

creased production in Brazil (resulting from overproduction 

and low prices in the thirties); (b) liquidation of Brazil's 

heavy surplus and dependoneo entirely upon currGnt production 

of coffee for the world's supply; (c) sharp increase in con

sumption, especially in the United States; (d) decline in the 

number of coffee trees in Brazil; (e) tho fact that since 

1929 coffee has been substantially below other commodities 

in price; (f) increased exports of coffee to European countries; 

"ibid., pp. 34-55 

100Ibld.. p. 36 
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(g) increased costs of production of coffee. 

Iiowever, the report states "...if said reasons for the 

increase in green-coffeo prices to about 30 cente per pound 

were valid as listed, then, except for uncontrolled specu

lation on the exchange, the prices should have by this time 

receded to the 30-cent figure. "103. 

According the the Subconraitteo the immediate causes of 

the price rise in the fall of 194-0 were as follows: 

(a) hoarding by consumers brought on by score stories 

in the press and over the radio. The Subcommittee pointed 

out that the hoarding "cannot account for the permanently 

higher prices prevailing at the end of Hay, 1950, when the 

hearings ended."102 

(b) drought damage to Brazil's crop to bo harvested in 

1950. The Subcommittee pointed out that whilo the rains 
not 

cidAnone until mid-October of 1949 and they were insufficient 

to produce a bumper crop, an average crop of about the same 

amount of coffee as the previous, year had been produced. 

(c) damage by rains to other Central and South American 

coffee drops, floods in Guatemala, and hurricanes in Haiti. 

The report states that the coffee plantations in Guatemala 

were not situated in the flood area and that the rest of the 

Latin-American countries "will produce and export about normal 

crops of coffee."*Qo 

101Ibid.. p. 57 103Ibid.. p. 38. 105Ibld.. p. 37. 



(d) "final sale of old ooffeo surplus by the national 

Coffeo hopartment of Brazil, thus putting distribution of 

coffee on a current production basis for tho first time in 

a score of years, so HO claiming that the v;orld is consuming 

more coffeo than it is pro due inc."104 The Subcommittee's 

report indicates that "there has been no shortaco of coffee 

in the United States or the v;orlu at largo at any tine in the 

past 50 years, the fall of 1049 being no exception. 

(e) speculative activity on the Uev/ York Coffee and 

Sugar exchange, It seens that the Cubooninittoo concluded that 

this vms primarily responsible for the increase in coffee 

prices above the 50-cent level. 

Finally the Subcommittee discussed tares on coffee. The 

reports stated that "only a complete belief in the good-

neighbor policy of the United States can account for our 

refusal to place an importj excise, or sales tax on coffee... 

/On the contrary/ Brazil, Colombia, and other coffee-producing 

countries levy large import duties on the products of our 

United Ctatos factories...In many instances the tax on coffee 

in producing countries is set aside for use in bolstering 

the price of coffeo or for propaganda purposes to publicise 

the greater use of coffee. 

Of ccurso, such conclusions led the Senate Subcommittee 

to specific recommendations. 

In order to facilitate later criticism of this invest!-

104Iclenu 105IMd., p. 38 10SIbid., pp. 39-40 
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&ation, the analysis of the recommendations will ho divided 

into croups according to the organizations or individuals 

affected by the recomnondatioiis or according to the problems 

fiealt v/ith during tho investigation, 107 

(1) Recommendations concerning the Hew York Ooffee and 

Sugar Uxohango: 

(a) The How York Sugar and Coffee Yxchango should 

"discontinue the use of its D and 3 contracts for future 

trading in coffee and substitute therefor a U or universal 

type of futures contract whereby deliveries of coffee, if 

meeting suitable grades, can cone from any place where coffee 

is produced or fron any port from which coffee is shipped"**-®8, 

In this manner, discriminations of qualities and origins were 

avoided, 

(b) "Tliat in case of failure of the New York 

Coffee and Sugar Rxchango, Inc., to comply promptly v/ith 

this suggestion tho Attorney General of the United States 

be requested to seek injunctive relief against the continued 

use of the present D and S contracts as being unduly restric

tive of trade in coffee and as tending to create controls far 

beyond reason, "-^9 

(o) "That the Nov/ York Coffee and Sugar UxhhGnga, 

Inc., be urged to immediately place in effect regulations 

107 The actual sequence of the recommendations of the two re
ports are listed in the Appendix G, 
108 •Ibid., p, 40 (Recommendation Ho, 1, in both reports), 

109ibid,t p, 40, (Recommendation No, E in both reports). 
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which will require margins on coff00 futures contracts at 

50 percent of the going value of the coffee covered by tho 

contract* 

(d) And, in order to avoid further speculation, 

the Subcommittee recommends "that legislation be promptly 

enacted by the Congress placing trading in coffee under the 

Co:imodlty Exchange Act* To accomplis h this the immediate 

passage of S. 3577 is recommended. 

(e) The Inst recommendation iiQiirectly affecting 

the Exchange was "that in order to curb the undesirable 

speculation now existing in dealing in coffee futures>tho 1 

revenue laws of tho United States be amended so as to tax 

profits of foreign interests made on tho commodity exhhangos 

of the United States*" 2̂ 

(2) P.econnondations concerning the activities of the 

National Federation of Coffee Growers of Colombia: 

(a) "That the National Federation of Coffee 

Growers of Colombia, thoir United States representative, ilr. 

Andre3 Uribe, or any other representative haying coffee belong

ing to the federation in its control, be requested to dis

pose of such stocks immediately and in the future to discontinue 

110 Idem* (Recommendation no. 3 in both reports). 
111 Idem* (Recommendation no. 4 in both reports). The bill was 
introduced by Senator Gillette on Hay 12, 1950 under the 
number S 3577 in order to amend the Commodity Exchange Act 
to extend its provisions to coffee. 
XI0 Ibid*» p. 41. (Recommendation no. 8 in the first report 
and no. 6 in the second report.) 
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th© praotic© of holding stocks of coffoo off tho market and 
"l *i ce 

in warehouse in the United States. 

("b^ "That failuro 011 tlio part of th e National 

[Federation of Coffee Growers of Colombia and other foi'eign 

interests holding supplies of green coffee in stock in the 

Unltod States within a roasonahlo period of time shall be 

Considered an effort to disrupt the normal supply and demand 

trend in green coffee and that tho Attorney General of the 

United States be requested to brinG a civil suit under tho 

antitrust laws to compel disposition and tho refraining in 

the future from holding of coffee stocks in this country. 

(3) Recommendations concerning Ooffoe Statistics: 

(a) "That the Bureau of the Census undertake to 

nakc regular quarterly reports of green and roasted coffoe 

sto cks on hand..•" 

(b) "That the coffeo-praducing countries be urged 

to establish fully reliable statistical organizations v/ithin 

their Governments that will provide accurato statistics on 

stocks of coffee both in warehouses and interior, proper crop 

- n - - - t • • > • 

-l,5lbid., p. 40, (Pec omnund at ion no, 5 in the first report.) 
(See next footnote.) 
114 Ibid., p. 41. (Recommendation no. 7 in the first report.) 
The second roport includes in its recommendation no. 5 and 
the two above recommendations plus recommendation no. 6, which 
will be later disdussed. (Cf. Apuendix 0, for the text of 
tho recommendation no. 5 of the second renort). This modi
fication has the advantage of presenting a less aggressive 
wording, without changing the contents. 

I15Ibid., p. 51 (Recommendation no, 10 in the first roport 
and no. 8 in the second report). 
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116 estimates, tree census, acreage, etc." 

(4) Recommendations concerning the U. S. roasting firms: 

(a) "That roasters of coffee and retailors of 

Same abolish their poreoutage mark-up system on coffee and 

apply a rate of return on the unit pound basis in lino v/ith 

tho unit per pound return thoy received in the foro part of 

194.9 . "H1? 

(b) "That the Attorney General of tho United 

States investigate the details of the purchase of coffee 

by IT. George V. Rabbins, Harwell House Division, General 

Foods Corp., from tho national Coffee Department of Brazil 

in tho year 1948 to determine if any Federal lov/s hove been 

violated. 

(5) The Subcommittee also suggested a series of re

commendations which nay be divided into: 

(a) short-term measures: 

I - "Tliat the national Defonso Fstablishment 

I±uIbid., p. 41. (Recoimicndation no. 12 in the first report 
and no. 9 in the second report. This latter reoonmendation 
was reworded in order to avoid the "fully reliable" of the 
first report.) 

1.17Ibid. ̂ 42# (Recommendation no. 19 in the first report 
and omitted in tho second report.) 

, p. 41. (Recommendation no. 17 In the first report 
and no. 13 in the second report.) An article in a Sao Paulo 
newspaper stated that in the second half of 1948 the DUG sold 
a great quantity of coffee to the General Foods Corp., through 
G.I, Bobbins. There was evidence that the prices v/ere lower 
than the market price. The total sales officially reported 
were 237,000 bags; however, the paper strongly believed that 
the transaction amounted to 500,000 bag3 approximately. (Of., 
"0 sr. Geroge V. Bobbins e o DUG", Q dob/do do Sao Paulo, 
April 23, 1949, p. 4.) 
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in purchasing coffee do so on Q month-to-nonth basis for the 

next 6 or 8 months and change their buying specifications 

to permit delivery of any growth equal to or bettor than 

Santos 4s. "119 

II - "That tho Ecovionio Cooperation Administra

tion refuse to authorize any further allocation of dollars 

for the purchase of coffee."-**^ 

III - "That the coffee stocks held in Ware

houses in the United States by foreign interests, or on 

consignment from foreign owners, be immediately disposed of 

to tho channels of trade. 

IT - "That until stocks of accumulated coffee 

are released by tho producing countries, or now production 

of coffee is forthcoming from other areas, the American con

sumer follow tho recommendations of the American Hone Econo

mics Association in preparing coffoo and continue the turront 

practice of not wasting coffee."122 

V -"That tho United States through diploma

tic channels offer to assist the Brazilian and Colombian 

~*"^Ibid., p. 41. (Recommendation no. 16 in the first report 
and no. 12 in the second report.) 

Ibid., p. 41. (Recommendation no. 15 of the first report 
and omitted .in the second.) 
121 Ibid., p. 40. (Recommendation no. 6 of the first report. 
Of., supra, footnote no.llAon p. 12 9.)^ 
1°2 

Ibid., p. 42. (Recommendation no. 18 of the first report, 
and no. 14 in the second report, p. 41.) 
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Governments in such a way as may 3oem feasible to aid these 

countries in adjusting their official exchange rates of the 

cruzeiro and the peso to tlio cortific at e-of-exchange or 

realistic value of these moneys. "3-23 

(b) long-torn measures: 

I - "That at all future meetings of the 

Special Commission on Coffoo of the Inter-Amoridan Economic 

and Social Council, or any of its committees, hold in the 

United Gtatos or in which tho United States participates* 

a representative f tho United Gtatos department of •Tuatice* 

detailed for that purpose by Attorney General of the United 

States, be present. 

II - "That in view of the repeated statements 

from representatives of the principal ooff eo-pro.Oucing countries 

in tho western Hemisphere that doffec consumption now ex

ceeds production, the United States offer technical assis

tance to other friendly nations desiring to expand their • 

coffee production."^® 

III - "That, in view of the fact that the 

economy of certain South and Central American countries depend 

so heavily upon coffee exports, that it is too early to 
pon' 

Ibid., p. 41. (Recommendation no. 11 in the first report, 
omitted in tho second report.) 
19/ 

Ibid., p. 41. {Recommendation no. 9 in the first report 
end no. 7 in the second report.) 

^•2®Iblfl., p. 41. (Recommendation no. 13 in the first report 
and no. 10 in the second report.) 



determine just hov: much consumption of coffee will permanently 

decline at present prices; and that any permanent decline 

as indicated over the first 4 months of 19D0 would sooner 

or later Urine a crash in coffee prices, it is roconnondcd 

that the United States Government scrutinize most carefully 

any additional loans to those countries.**126 

l^Ibid., p. 41. (Recommendation no. 14 in the first report 
and no. 11 in the second report.) 



Chapter 14 

CRITICISM 

A review of the speculative movement during tho latter 

part of 1949; its causes and consequences, must be made be

fore the roconrnendations of the Subcommittee are citicized. 

In late luly of 1949, Brazilians started buying coffee 

in the future market of the New York Exchange from American 

sellers. Several reasons can be suggested for this movement: 

(a) Nov; York quotations for Santos 4fs were lower than 

Santos Exchange quotations' 

(b) Brazilians were confident of a riso in coffee 

prices, while the Americans felt sure that prices would re

main at the same level, if not decline. The confidence of 

the Brazilian was based upon several facts: 

1. Liquidation, in the early part of 1949, of 

the surplus coffee hold by the Brazilian National coffee 

Department. 

2. Prospects of a small 1949-50 crop. Moreover, 

it was forecasted that the 1950-51 crop and exportable pro

duction would be about the same as that of the previous 

crop year. 

3. Assurance of an increasing demand in the United 

States, and large European imports in comparison with pre

vious years. 

In September of 1949, the average quotation of coffee 

(placed in New York) for Contract C (equivalent to the New 

York D contract) in the Santo3 Exchange was 33.70 cents a 
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pound, while in the New York Exchange the quotation of 

Contract D was 26.42 cents (7.28 cents less than the Santos 

quotation. In October, coffee was quoted at 49.40 cents 

per pound in Santos, while in New York, it was quoted at 

28.33 cents (21.07 cents less). 

The Americans seemed unwilling or unable to believe 

that there were no more surpluses of coffee. The forecasts 

of a small 1949-50 crop were not taken seriously, since they 

were generally prepared by the DIJO; an official Brazilian 

organization that had a long history of forecasting small 

crops. Finally the Americans realized that there was no 

surplus left to make up the difference between a small crop 

and a large export. News of drought in the state of Sao 

Paulo increased their fears of a small crop, but it was 

still hoped that rains might fall at any moment and a large 

crop would be forthcoming. It was not until the middle of 

October that rains finally came in Sao Paulo and this was 

considered too late to influence the 1949-50 crop. In the 

meantime, however, Great Britain^had devaluated the pound 

sterling. There was still hope for the Americans to buy 

coffee at low prices if Brazil would follow the British 

example. But when the Brazilian Government announced on 

October 15, 1949, that it would not devaluate the cruzeiro, 

the Americans became panicky and suddenly liquidated their 

future contracts ahd bid up spot prices to an unprecedented 

level. Brazilian speculators profited from the difference 

in quotations, due to a strong coffee buying wave on the part 
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of tlio Americans. 

An interesting account of the speculation from the 

Brazilian viewpoint was written by A, E. Parreira. He 

records that "the sellers on the New Yorlc Exchange, /In the 

fall of 19497 not only refused to give credit to reports 

from Brazil on the reduction in crops and in estimates" 

but also thought that the cruzeiro would follow the trend of 

the sterling devaluation in terms of American dollars. So, 

regardless of the statistical position, thoy could buy more 

with fewer dollars. He continues that "Y/all Street and nearby 

were selling with open hand, as though they were producing 

more coffee than the planter themselves and insured against 

climate hazards."2 

There is no doubt that the disposal of National Coffee 

It is interesting to note that in the summer of 1947, 
Americans speculators reaped large profits from sales of 
coffee futures in the New York Exchange. On February 26, 
1947, Hew York coffee sales were being made at 23.80 cents, 
which was 5 cents less than the Santos market, for the same 
date.. However, United States Army surpluses of coffee, were 
sold in the civilian market. These sales provoked a drop 
in the ITev; York spot prices. In some cases, coffee was sold 
at 3 cents a hound less than the New York quotation. The 
effect was disastrous; quotations fell between April and 
August of 1947 about 8 cents a pound in the New York Exchange, 
and there were sudden liquidations of stocks and positions 
in futures at lower prices than those contracted in the 
futures. The Brazilian complained that coffee sold by the 
Army wero made up mostly of gifts and donations of the 
National Department of Coffee, on provisions that the coffee 
be used exclusively by the Army forces of the United States. 

N. Parreira, "Brazilian Coffee Han Analyses the High 
Coffee Price Situation", Tea and Coffee Journal, June, 1950, 
pp. 11, 515-518. (Hr. Parreira was then president of the 
"Associaoao Comercial de Santos"-Santos Trade Association.} 
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Department surplusCes in early 1949 eliminated a powerful 

"bearish" influence on the ooffoe market and gave the 

Brazilian seller a better position from which to bargain with 

the United States buyers. Actually there was not a shortage 

of coffee; world coffee production seemed to be in approxi

mate balance with expected world coffee consumption. In the 

fall of 1949, the problem was not one of absolute shortage, 

but of a relative short supply. Unddr these conditions It 

was natural to expect a rise in ooffeo prices. 

It is most probable that the restrictive nature of the 

futures contracts of the New Yorlf Exchange and credit faci

lities applicable to margins of the futures contracts may 

have influenced the speculation movement. But to explain 

the rise in coffee prices In terms of speculation only is to 

overlook long-run factors which would have inevitably brought 

a rise in coffee prices. On this point one might ask what 

price would be which would express the natural effect of de

creasing production and increasing consumption. Would It be 

30 'cents as suggested by the Subcommittee? If so, what were 

the reasons that made the Subcommittee choose the 30-cents-

level? This is not explained, except by quoting President 

Gardner, of the New York Coffee and Sugar Exchange, who stated 

that in September of 1949 "the coffee market gave some 

appearance of leveling off around September 26."° No attempt 

was made to learn the cost of producing coffee. 

^Utilization of Farm Crops:.... Report 2377..., p. 37. 
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One of the weaknesses of this investigation was that 

when the Subcommittee learned that there was speculation and 

that the speculators were mainly Brazilian, the whole investi

gation turned into a crusade against the victorious specula

tors who, as victors, should be punished. Of course, this 

was not the only aspect of the problem and the solution of 

this alone would not protect the American consumer against 

future rises in coffee prices. 

Another point that should be mentioned is that there is 

not much relation between the findings of the hearings and 

the conclusion of tho report of the Subcommittee's investi

gation, and between the latter and the suggested recommenda

tions, included in that report. This point will be discussed 

later, when the recommendations are criticized. 

The outstanding characteristic of the Subcommittee's 

report of tho investigation on the rise in coffee prices 

was that it conveyed veiled threats to the Latin-American 

coffee republics. It may have been e|fault in the wording of 

the report, but its publication aroused the indignation of 

the coffee-producing countries. Those countries immediately 

interpreted the Subcommittee's attitude as an impertinent 

intervention in their internal affairs• 

The statement on page 16 of the first report that "it 

is likely" that the decision of the national Coffee Depart

ment of Brazil to close out its coffeo stocks in 1948 was 

"the prelude of a well-laid campaign by Brazil and Colombia 
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to raise coffee prices", is contrary to the facts of the 

case. The national Coffee Department of Brazil has been 

endeavoring to liquidate its surplus coffee stocks over a 

long period - in fact, since 1951 when it started the destruc

tion of surplus coffee. It was logical to suppose that it 

would eventually succeed. It seems that the Subcommittee 

recognized the impropriety of this statement for it is not 

found in the second roport.^ 

Another section of the report refers to the fact that 

the national Federation of Coffee Growers of Colombia was 

then holding considerable stocks of coffoe, and that both 

! ' Colombia and Brazil Bad undertaken, from tide to 

time, to support coffee prices either by maintaining a 

fixed buying price or by assisting in the financing of the 
5 

crop. Maintenance of price supports for agricultural 

commodities is an accepted practice of many governments, 

including that of the United States. 

If, on the other hand, the Subcommittee had in mind 

price manipulation by individual speculators, and if there 

was evidence of such operations, the Subcommittee should 

have asked the Department ofJustice to investigate the situa

tion. But it should not have prejudged the case by immediately 

^Utilisation of Farm Crons:..., Report, no. 3377, p. 16.' 

^.Iflem, pp. 19-30. 
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asking the Attorney General to bring civil suit under the 

antitrust laws to compel disposition of the coffee stocks 

that the National Federation of Coffee Growers of Colombia 

held in the United States. 

In recommendation no. 7 the Subcommittee suggested 

that, at all future meetings of the Special Commission of 

Coffee of the Inter-American Economic and Social Council, a 

representative of the Department of Justice, detailed for 

that purpose by the Attorney General, should be present. 

However, very little information is given in the body of 

the reports regarding tho activities of the Coffee Commis

sion; During tho hearings no witness was called to testify 

on the Coffee Commission; the only material concerning that 

Commission is in tho minutes of a meeting of the Commission 

on January 31, 1950. : 

There are several statements to the effect that most of 

the representatives on the Coffee Commission also represent 

their countries* coffee organizations in the United States 

and in the Pan-American Coffee Bureau. The implication 

seems to be that those representatives are suspected of being 

unable to divorce their trade interests from their official 

duties. 

^Utilization of Farm Crops:..., Hearings,.., part 3, pp. 1200-
1211. The Coffee Commission is a consultative body within 
the Economic and Social Council of the Organization of Ameri
can States that assumed the responsibilities of the Inter-
American Coffee Board that was suspended by the end of 1948. 
Its functions are mainly to improve coffee statistics and to 
promote better coffee cultivation techniques. 
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Recommendation no. 11 suggested that tho United States, 

through diplomatic channels should offer to assist the Bra

zilian and Colombian Governments in devaluing their curren

cies. This recommendation could not be easily complied with 

by the State Department without considering the International 

Monetary Fund, which is tho authority on questions of ex

change • 

Recommendations 13 and 14 can bo3t be considered to

gether. One roco mends that the United States offer tech

nical assistance to friendly nations other than those in the 

Western Hemisphere in expanding their coffee production. 

The other advises careful scrutiny of any loans made by the 

United States to the Central and South American countries 

in view of the fact that their economies are largely depen

dent on coffee, and that, sooner or later, the higher prices 

of coffee will provoke a decline in consumption with a con

sequent "crash in coffeo prices". These two recommendations, 

presented in conjunction, seem to he contradictory^ If 

coffee prices are going to decline to a level that might 

endanger the economic and financial structure of those 

countries, the coffeo industry would not appear to be a 

promising field for development in other countries. It 

seems that the Subcommittee noticed this inconsistency, and 

the second report suggests that "any permanent decline /in 

consumption^ as indicated over the first 4 months of 1950 

would sooner or later adversely affect the financial position 
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of these countries, such fact is hereby cloarly brought to 

the attention of such countries and likewise to the atten

tion of all agencies of the United States Government which 

are dealing with ooffeo producing countries in economic 

fields."7 

A survey was made by the Subcommittee of 33 coffee 

roasting firms which accounted for rouglQy half of the U. S. 

roasted coffee sales, in poinds, during the investigation 

period. The results of the survey indicated that there was 

a drop in coffee sales of about 20$ on the fir3t four months 

of 1950 as compared to the some period in 1949. This short-

run decline in sales was interpreted by the Subcommittee as 

a possible permanent decline in coffee consumption, and it 

was recommended that the United States change its foreign 

policy concerning loans to coffee-producing countries. There 

appear to be three inconsistencies in the Subcommitteef s 

reco mendation. First, it seems that all past data on United 

States consumption ware ignored. Those figures^* indicated a 

steady increase in per capita coffee consumption. Second, 

the increase in the United States population may partly 

balance any reduction in per capita consumption. Thirdly, 

the Subcommittee was formulating long-run recommendations 

based upon data drawn from a very short period of time. 

''Utilization of Farm Crons:, Report no. 2377..., p. 41. 

°Jf., supra. p. £4 , TableX 1. 
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It was noted that during the fall of 1949, consumers 

rushed to "buy coffee,9 The first four months of 1950 was a 

period immediately following the rapid rise in coffee prices 

which rosuited in scare buying and considerable hoardings. 

Probably the apparent decline In consumption was an effect 

of the dishoarding of coffee by the consumer. Tho United 

States per capita green coffoe consumption in 1950 was 

16 pounds. Comparing this figure with the 5-year average 

1945-49 (18.07) the decline am ounted to 13>. Figures for 

1951 shows that per capita consumption increased (16.3 pounds) 

as compared with 1950. 

The recommendation that the United States encourage the 

production of coffeo in "other friendly nation" deserves two 

comments. First, the recommendation was antagonistic toward 

Latin American coffee-countries. Second, the recommendation 

was based on the falso assumption that improvements and ex

pansion In coffee production could not be accomplished more 

advantageously in many countries which are now large pro

ducers. It should be pointed out that the present coffee-

producing countries have already accumulated experience in 

coffee cultivation which makes easier further developments. 

The second report changed this recommehdation by ex-

9Philip P. Ilauser of the Bureau of Census reported that in 
October and November there was a substantial increase in 
roastings of green coffee. (C£. Utilization of Form Crops:... 
Hearings..., part 2, p. 1153.) 



144: 

tending the assistance to "Puerto Rico, .••Central and South 

American countries and...to other friendly nations..."*0 

The evidence suggests that coffee cultivation in Puerto Rico 

cannot be expanded sufficiently to have any appreciable in

fluence upon United States imports. Coffee plantations in 

Puerto Rico had been destroyed several times by cyclones 

(1898, 1926, 1928, and 193*3). Production in 1946-47 v/ao 

223,655 bags but dropped to 185,215 by 1948-49. Coffee pro

duction in Puorto Rico has declined nearly 50-;] in the Inst 

15 years and is now insufficient to moot local demand, v/ith 

the result that the island is importing in increasing quan

tities. The decline in coffee production in Puerto Rico is 

mainly caused by cyclones aggravated by soil erosion (torren

tial rains) v/hich render, very poor yields. 

The "other friendly nations" mentioned in the recommen

dation refers to coffee-producing areas outside the Western 

Hemisphere. These areas are those of Africa, Asia, and 

Oceania. Coffee production in Asia and Oceania has shown 

a steady and continuous decline. During 1944-1949, Asia 

and Oceania exported only 0.6y of the world total, as com

pared with a pre-war level of 5.9p from 1935-39. African 

exports, however, have been increasing considerably and aver-

^Utilization of. Farm Crops;..., Report no. 2577, p. 41. 
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age exports during 1944-49 accounted for 13$ of the world 

total.^ However, most of tho African coffee-producing areas 

are European colonies and thoir coffeo tonds to he exported 

to Europe. 

.Recommendation 15 suggests that the Economic Goopora-

tion Administration refuso to authorize any further alloca

tion of dollars for the purchase of coffee. Actually a re

latively snail amount of coffee was financed "by tho Econo

mic Cooperation Administration^ and most of this oof foe was 

of inferior grade that had not been used in appreciable 

quantities in the United States. In the second report this 

recommendation was omitted, hut even so, tho Latin American 

countries wondered why thoir principal product was singled 

out for special restriction. 

Recommendation no. 12 suggests that "the coffee pro

ducing countries ho urge <. to establish fully reliable sta

tistical organizations...that will provide accurate sta

tistics" 1 on coffee. The Subcommittee had difficulty in 

obtaining reliable statistical data on crop forecasts, ex

ports, stocks held in the interior and in the port, and this 

^Johasson estimated that nearly 43$ of the potential area 
for coffee cultivation lies in Brazil, and 20$ in Africa. 
Quoted in International Institute of Agriculture, op. cit., 
p. 5. 
1 2 From April 3 to January 31, 1950 the EGA issued procure
ment authorisations on coffee in an amount of a little over 
514 thousand bags of coffee, which compared with the 1949 
European Imports only represented about 7$. Of., Utilization 
of Farm Greps:....Hearings...,part 3,pp. 1337-1338. 

'^Utilization of Farm Crops:... .Report no. £377, p. 41. 
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led tho investigators to jump to a conclusion that the coffee 

producing countries either did not want to furnish tho data 

or had unreliable statistical organizations*. This recommen

dation has beon interpreted by coffee producing countrios as 

a reflection not only on their statistics - which are readily 

admitted to be not as comprehensive as they should be - but 

also on their public officials who are in charge of the 

statistical service# The problem of statistical service in 

many Latin American countries is not only a matter of over

coming technical handicaps, like specialized personal and 

ladk of resources, but also of educating the mass of people 

so they will see the need for such a service. 

Recommendation no. 19 suggests "that roasters of coffee 

and retailers of sane abolish their percentage mark-up 

system on coffee and amply a rate of return on tho unit 

pound basis in line with the unit per pound return they 

redeived in the fore part of 1949. ni'x 

The Subcommittee's report exemplified the situation in 

the following manner: 

"...the coffee roaster in the period from 1942 to 
1947 worked on a margin, after accounting for shrinkage 
of just under 12 cents to as high as 15 cents per pound 
depending upon the cost of green coffee. It was practi
cally the same in the first 10 months of 1949. However, 
by January and February of 1950 this margin had stretched 
to above 18 cents per pound,...the consumer was compelled 
to pay about 4 cents per pound additional for the roasting 
of the coffee after the price rise of last fall than was 
paid prior thereto. 

•^Utilization of Farm Props:..., Report no. 2377, p. 42. 
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"Likewise the dealer can be blamed in the matter 
of following a policy of percentage mark-up rather than 
a unit mark-up. Except for capital invested it coot 
no more to hand out a pound of coffee in Earoh of 1950 
than in October of 1949. ....A store selling a national 
brand in the fall of 1949, paying 52 cents per pound 
retailed this to the consumer for 58 cents per pound 
or a 6-cents-per-pound margin; but when this retailor 
was paying 73 cents per pound for the some brand of 
coffee it was rotailed at 82 cents por pound or at a 
9-cents-per-pound margin. 

"Go at least 7 cents per pound was added to coffoe 
prices by our own domestic roasters and retailers who 
work on a poreoutage mark-up basis rather than on a 
unit mark-up basis. 

In other words tho situation (as follows;, 

Situation before the rise in coffoe prooos: 

Retail price for roasted coffee or cost 
to the consumer.... 58 cents 
Retail mark-up on cost (11.5,J), loss. 6 " 
Wholesale price or cost to the retailer 52 " 
ilark-up on tho cost of the roasted 
coffee for tho roasting firms, assum
ing 33;j margin, loss. 13 " 
Cost of the roasted coffeo, after .... 
allowed 1BR* of shrinkage. 39 " 

Situation after the rise in coffee prices: 

Retail price for roasted coffee or cost 82 cents 
to the consumer..... 
Retail mark-up on cost (12.3p), less..* 9 " 
Wholesale price or cost to the retailer 73 
I lark-up on the cost of the roasted 
coffee for the roasting firms, (about 
33>J), loss 18 " 
Cost of the roasted coffee, after 
allowed 1S;J of shrinkage 55 " 

If roasters and retailers had kept the same unit mark 

up margin, i. e., 13 and 6 cents, roasted coffee would be 

sold to tho consumer at 74 cents, instead of 82 cents, 

15 
Idem, p. 36 
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(55*13^6 = 74), 

Tlie Subcommittee , by suggesting roco attentat ion no. 19 

in the first report,,, implicitly assumed that by just re

commending a certain price policy, the consumer would be 

protected against excessively high prices, in so far as they 

depend upon the roasting firms and retailers. However, if 

a percentage mark-up system secras disadvantageous to con

sumers when prices are rising, it would bo advantageous when 

prices decline . By following a unit-mark-up system, as 

the Subcommittee redommended, the situation would be re

versed: advantageous in case of rising prices, but dis

advantageous in case of a decline. In other words, it is not 

a particular mark-up method that will protect the consumer. 

The problem seems much more complex than is indicated by the 

evidence presented in hearings and the conclusion of the 
16 report.*"~ Anyway the second report omitted this recommenda

tion; it might be that the Subcommittee realized its use-

lessness. 

Recommendations nos. 1, 2, 3, 4, and 6 refer directly 

or indirectly to the Hew York Coffee and Sugar Exchange. 

Reco mmendation no. 1 suggests "that the /Exchange/ discontinue 

the use of its D and S form of contract for future trading 

A^!he bulletin of the Rational Coffee Association stated 
that it is doubtful that any roasters have what could be 
called a percentage mark-up system. ^uoted in "Gillette 
agrees to 'tone down* report", Coffee and /rest Industries 
and the Flavor Field, Vol. 75, ho. 2, July 1950, p. 14. 



149 

in coffee and substitute therefor a U or universal type of 

futures contract whereby deliveries of coffee, if mooting 

suitable grade, can cone from any place whore coffee is 

produced or from uny port from which coffee is shipped, 

111 this i;ianno the Jubooiyiittec was trying to eliminate the 

possibility of rigging the market which would bo easier with 

a restrictive type of futures contracts. In fact, the Hew 

York iht change suspended the Contract 13 (that was already 

presenting n decline in sales) and on August 15, 1950 adopted 

two new contracts: Contract U and Contract 5(now). i;j 

Contract U applies to any coffee , fair to pood roast 

solid bean, basis Santos No. 4, strictly soft, hashed coffee 

(grown in South rind Central American countries, Africa and 

Asia) or Brazilian coffees (shipped through any port of 

Brazil) can bo traded under this contract. Trading under the 

U contract began on September 5, 1950, for delivery in 1950 

and thereafter. 

The new contract S as tho old G contract applies only 

to Brazilian coffee. Tho old G contract stipulated that 

this coffee should be shipped only through tho port of San

tos, but the new 8 contract permitted shipment through any 

port of Brazil. Trading in the new G contract commended for 

delivery in Geptember, 1951. 

1 7 Utilization of Farm Crops:..., Report no. 2377, p. 40. 

•*-%Iew York Times, August 16, 1950, p. 42. 
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The monthly report of the Exchange of January 1, 1952, 

shov;s that in 1952, only 3,250 bays were traded under U 

contract, whereas 6,377,250 bag3 were trade! uftder the con

tract S (new). This information surest a that a contract 

with very broad specifications does not attract the trade, 

as was the case with contract 

On January 11, 1951, Robert A. Atkinson, president of 

the Mew Torlc Exchange, stated at the annual report of tho 

Board of Managers20 that the "Imposition of a 50 J margin 

would deprive many producers and consumers of tho insurance 

benefits of flexible futures market." Ilr. Atk inson also 

asserted that marketing experience "further Confirmed that 

margin requirements as a means of price-fixing would be in

effective whether imposed by government or : other." He 

added that the purpose of margins is to assure the integrity 

of the contract. T"ith respect to effort to bring coffee 

trading unddr the Commodity Exchange Act, Mr. Atkinson pointed 

out that the present act "specifically applies to domestic 

grown commodities, and for an agency of our fedoral govern

ment to attempt to control from Washington any part of the 

agricultural economy of a foreign government would be a 

direct interference in the domestic affairs" of those coffee 

producing countries. 

•*-°0f., supra, pp. 90-91, 

20 "Value of Coffee and Sugar Exchange Demonstrated During 
Last year", Tea and Coffee Trade Journal, February 1951, p. 20. 
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The Defense Production Act of 1950, approved by the 

Senate on August 21, 1950, included an amendment proposed 

by Senator Gillette. The amendment requires Commodities 
21 Exchanges to take action to prevent excessive speculation." 

At the time of the investigation the margin required 

for trade in coffee futures in the distant months per con

tract of 250 bags v/as £"2,000 on a net interest of 500 con

tracts or less. Upon a net interest exceeding 500 contracts 

and not over 1,000 contracts, the rate was 2,500 per con

tract upon such excesses. Upon a not interest exceeding 

1,000 contracts the margin v/as $3,000 per contract upon duoh 

excesses. 

Beginning in Hay of 1951 the How York Exchange eliminated 

its credit rule, forcing norQmenber non-trade speculators 

to post margins of $2,000 for each contract. Previously 

brokerage houses had been permitted to carry such margins on 

credit up to $10,000 maximum for a customer. The New York 

Exchange officials said that the decision to do away with 

the margin credits did not reflect Washington pressure but 

the desire of the Exchange to strengthen its clearing house. 

They claimed that the clearing members, who must post the 

full margins, were in a vulnerable position, mainly because 

much of recent business in coffee has originated in Brazil, 

where no froe dollars are available except through the 

^Congressional Quarterly Almanac, Vol. VI, 1950, p. 033. 
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black market,22 It seems that the Exchange did not change 

the margin requirements, except for the credit rule which 

was mainly due to exchange difficulties betv/een Brazil and 

the United States, 

The bulletin of the national Coffee Association commented 

that if the Armed Forces would purchase coffee on a iaonth-to-

month basis, as it is suggested in the recommendation no, 16, 

it would have only a month's supply arid be entirely out of 

coffee the next month. Besides^ no evidence appears in the 

hearings or in the report of the subcommittoo, that the 

Army -purchases have, in any way, affected the market prices 

or that they night. "The chances that any great number of 

recommendations will be converted into action arc slight, 

indeed," the bulletin added.2'0 

2%ew York Tines t Hay 2, 1951, p. 47. 

^°"Gillette agrees to 'tone down' report", Coffee and Tea 
Industries aim (jlis xlavor x iolu, %»ol. /o , no» 1, duly, 
1950. p. 35. 
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PART IV 

CONCLUSIONS 

Since the first report of the Senate Investigation 

was published in the summor of 1950, many 'events (the 

Korean war, fears of inflation and ocjforth) havo taken place 
* hav« 

whichAaltered conditions prevailing at tho time of tho In

vestigation. New political and economic conditions and 

the relatively short period elapsed since tho publication 

of the Subcommittee1s report limit to a certain extent the 

evaluation of the possible effects that the Congressional 

investigation might havo had upon tho world coffee trade. 

However, in this conclusion an attempt will bo made to 

examine the extent to which these events support the Sub

committee's conclusion. The conclusions of this study will 

not be restricted to short-term changes observed since the 

fall of 1949. Of more significance will be an analysis of 

relatively long-term trends of world coffee trade and pro

duction as observed since the 1930*s. 

After the invasion of South Korea on June 25, 1950, 

sales of roasted coffee increased markedly. The news of 

war in Korea sent commodity prices soaring and fear of a pro

longed struggle caused a buying wave of many commodities 

(including coffee) in the United States and Central and 

Western Europe. The situation was aggravated when Chinese-

communists intervened in Korea (November 6). The United 

States Government on January 26, 1951, froze retail prices 
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of several commodities, including coffee. Roasters com

plained that Washington could not ffeeze rotail prices with

out putting ceilings on green coffee prices. Finally, on 

February 12, 1951, the United States OfjQLce of Price 

Stabilization established ceiling prices on green coffee. 

The price of Santos 4Ts was fixed at 55.78 cents and coffee 

futures could be sold at a top price of 55.78 cents (the 

extra 28 points representing the cost of putting the coffee 

in warehouses in order to make an exchange delivery.) 

President Vargas of Brazil stated that pegging of 

ceiling prices for coffee without previous consultation with 

other countries "infringed Resolution XV of the Chapultepoc 

Conference. 

Brazilian growers complained that they had to sell 

their coffee well below ceiling prices. These prices, they 

claimed, did not cover the increasing cost of production in 

view of the small crops being reaped. Other Brazilian coffee 

interests protested that ceiling prices on North American 

products had not been fixed. 

The two different ideas on the cause of the rise in 

coffee prices may be compared: 

(a) the Subcommittee*s conclusion was that speculation 

was the cause of high prices; 

(b} producing countries and other coffee interests 

claimed that coffee supplies were short in relation to 

prospective demand# 
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It seems, tliough; that if speculative maneuvers had 

been the only cause of the rise in coffee prices, prices 

would have returned to previous levels, whon the speculative 

period was over. 

Pile following statistical tables and analysis of rooent 

trends in the coffee trade will help in evaluating the merits 

of the above conflicting ideas. 

Haw York spot prices for Cantos 4* s3' (annual average) 

are presented in the following tablo: 

Year cents per pound 

1949 - 31.8 

1950- - 50.5 

1951 - 54.3 

1952 - 54.1 

Spot prices in 1950 increased 50.5^ in relation to the 

1949 level. A somewhat higher level was reached in 1951, 

but only G.5p in relation to the previous year. The situa

tion did not change too much in 1952, as compared with 1951. 

Annual average retail prices of roasted coffee'- present 

an evolution similar to spot prices for Santos 4fs: 

Year cents per pound 

1949 - 55.4 

1950 - 79.4 

1951 - 86.7 

1952 - 86.7 

'^Ooffoe Annual, 1951 and Bureau of Labor Statistics. 

2Idem. 
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In 1950, retail prices increased about 56<| in relation 

to the 1949 level. A considerably snailor advance was ob

served in 1951, when the increase was about 912$ over that of 

1950, and there was no change in 1952. 

United States1 green coffee imports,3 despite the rise 

in coffee prices, were relatively steady, as shown in the 

following tabulation: 

Tear thousands of bags 

1949 - 20,060 

1950 - 18,442 

1951 - 20,402 

1952 - 20,304 

Imports in 1950 declined 8.1$ as compared with 1949, but 

in 1951 they increased 10.6$ as compared with 1950. United 

States imports in 1952 remained about the same. 

However, the situation with regard to Brazilian coffee 

exports- was highly unstable, with a tendency to decline. 

This is indicated by the following table: 
year thousands of bags 

1949 - 19,364 

1950 - 14,835 

1951 - 16,368 

1952 - 15,821 

3 V.'ickizer, Coffee•, Tea and Cocoa, p. 4-76; Pan-American Coffee 
Bureau, Bureau of Labor Statistics. 
4 V/ickizer, Coffee. Tea and Cocoa, p. 476, Hew York Herald 
Tribune, March 16, 1953, p. 60. 
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Brazilian coffee exports in 1950 declined 23.40 in re

lation to the 1950 level, But in 1951. coffee exports in

creased 10.30 in relation to 1950,. In 1950.' coffee exports 

again declined (3.30) in relation to the previous year. 

United States coffee consumption has advanced to a point 

where it anpears now that this country will consume about 

20 million hags yearly, World stocks, which formerly hung 

over the market, have been depleted, with prospedte of an 

increasing population in the United Ctates and with some in

crease in European imports, substantially larger coffee 

supplies will be required to accomodate consumption. Strong 

pressure upon coffee producing countries to increase output 

has been observed. Brazil, as the largest coffee producer, 

faces serious problems of low yields and high production 

costs.® 

Even with prevailing high prices, it will take a con

siderable time for growers to expand production on a large 

sdale. It appears that at present, short supplies in pro

ducing countries could, if it were the only factor, provoke 

further advances in price. 

In this connection the Wall Stteet J Diurnal5 s t at e s that, 

°According to recently published data, production cost5in 
Brazil have gone up almost 50 per cent between 1948-49 and 
1950-51. (Quoted In C.A. Krug, "Hew Factors in Coffee Pro
duction" , Coffee & Tea Industries and the Flavor Field, Vol. 
76, no. 1, January, 1953, pp. 20, 29- 3<oTT 

^Stephen Josefik, "Breakfast Beverage May Get More Gostly 
Amid Deflation Trend", The Fall Street Journal, Ilardli 11, 1953, 
pp. 1, 10. 
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•.•.consumption above production has noant some deep 
digging into stocks. By next July 1, it's expected, 
world coffee reserves will be the lowest on record. In 
Brazil, source of over half the world's coffee, stocks 
stood at 9.5 million bags as recently as mid-1943, by 
this July, coffeo men say, they may be down to 1.5 mil
lion or lower. ...as things stand today, United States 
importers can scarcely buy a coffee bean. The New York 
market has stagnated ever since February 24 /T9557, when 
prices hit the ceiling In anticipation of post-decontrol 
increases. 'Ye cannot purohaso any coffee in Brazil 
within ceiling limits,' says a leading importer here. 
'Brazilian offers are about four cents a pound above 
the United States maximums.'" 

On March 12, the OPS removed coffee price controls. The 

next day an article in the New York Times^stated that 

"the immediate effect of the action.•.was expected to 
be a price increase for coffee. Industry sources said 
the maximum rise would be 10 to 12 conts a pound. The 
retail price is now 77 to 85 cents a pound. ...whole
salers and retailers of coffee viewed the price agency's 
action today with some misgivings. 

Spokesmen for the trade said that foreign growers 
had been edging green coffee prices up steadily over the 
past two months. Recently the growers, it was reported, 
held stocks off the market in preparation for a sharp 
price advance when controls were lifted in this country.. 

Most coffee dealers in New York were of the opinion 
yesterday that Government decontrol of coffee prices 
would force up the retail price 4 to 7 cents a pound. 

Newman, vice-president of Martinson's, a New York 
roasting f&rm, said that/ for the last two weeks, anti
cipating decontrol, up to 8 cents a pound above the 
celling...The world's consumption of coffee in 1952 was 
51,500,000 bags...the total being 1,500,000 bags more 
than the production of that year. The difference was 
made up by drawing on reserves in storage, but that 
reserve was nearly depleted now" 

The two conflicting ideas - one, sponsored by the Sub

committee, that high prices would decrease demand; the other, 

presented by the producing countries, that the United States 

was consuming more coffee than was being produced « may now 

^New York Times, March 15, 1955, pp. 1, 16. 
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bo compared. Previous discussions in this study indicate that 

at the close of V'orld War II.the rate of expansion in pro

duction Was Incd'M bohind the rate of expansion of consumption# 

Turning to long-term trends, the amount of coffee be&ng 

produced today can be largely explained in terms of the low 

prices lovel which prevailed during the 1930fo# During the 

period of prolonged depressed prices, the tree population of 

Brazil declined and few nev* plantations were established# 

Then, when World demand increased markedly at the close of 

V/orld War II, it wes difficult to increase the supply pro

portionately owing to tho peculiar characteristic of coffee 

cel.ture, which have already been described in the second part 

of this study# Due to the inelasticity of supply, tho out

put of coffee rises and falls quite independently of tho 

current volume of demand (in the short run). While a tre

mendous rise in the United States coffee consumption has 

been observed in recent years, coffee consumption in Durope 

is largely unsatisfied and kept low by lack of purchasing 

power, high duties, and shortage of foreign currencies# 

Y/hilo the Subcommittee appeared to he very surprised 

with the rise in coffee prices in late 1949, the'Britishers 

had predicted back in 1945 a forthcoming rise in coffee prices. 

In Tho 1conanist.® an article entitled "Coffee Supplies" 

states that. 

QThG Economist, October 13, 1945, p. 556. 
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"Tho low crops /of coffee in some Latin American 
countries, mainly in Brazil}7 on the one hand and the 
large United States imports on the other have resulted 
in a gradual absorption of the surplus stocks, and the 
reserves of old coffee of suitable quality are now 
/in 194J5/ relatively small. The problem facing tho 
coffee trade today, indeed, is ono of meeting demand, 
and, unless production can be increased..,, an interna
tional coffee shortage nay well develop. Coffee farmers 
in Latin America, and especially in Brazil, have during 
the past two years been faced with a difficult financial 
position. They have had to moet heavy overhead costs 
from abnormally small crops, and their receipts were 
kept down by the refusal of the United State's Office 
of Price Administration to incroase its coffoo ceilings." 

At present, world coffee industry prosents two types of 

problems. Ono concerns whether all coffee producing countries 

will take conjunctive action in order to ovoid previous 

failures stemming from one-sided measures, c, g., the Bra

zilian coffee policy from 1930 to 1937, The second is whether 

the marketing organization and developments in the United 

States constitute significant elements in tho coffee trade. 

It appears that a few large United States roasting 

firms are oligopsonies in relation to the producing countries. 

Coffee producing countries,"on the other hand, appear to be 

organized in oligopolies." In the early part of 1953, the 

Brazilian Government created a new organization to protect 

its coffee industry. The new organization, called The Bra-

zilian Coffee Institute (I. B. C.) will replace the now 

9Cf., 3. IT. Charbcrlin, The Theory of Monopolistic Competition, 
1948, p. 40, footnote no. 1. "If buyers and seller are both 
few in number;,the limit sot by their competition, within 
which bargaining takes place, rmy be far apart. Price is un
determined here in the ...sense that a 'final settlement' 
might take place anywhere within these limits - there is 
'an indefinite number of final settlements.'" 
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liquidated National Coffee Department (DITC) • Establishment 

of this organization shows that Brazil at ill pursues a policy 

of protecting its coffee industry. It appears that coffee 

producing countries vri.ll continue to control coffee exports 

even in periods of favorable prices, since there .is always 

the possibility that changing conditions might adversely 

affect their doffeo industry. The establishment of the 

I. B. C. probably means that there has been no fundamontal 

change in coffee policy, although the government may now 

emphasize other problems such as expanding production, improve

ment in means of transportationt and so forth. J.hoazil is by 

no means, the only country to have established these organi

zations. Many other coffee-producing countries have similar 

organization. (Colombia has its Moderation of Coffee Growers.) 

It seems that not only each coffee-producing country is trying, 

to look after its own interests but also a movement toward 

an international agreement is observed. A congress to be held 

in Brazil in December, 1953, sponsored by the state of 

Parana will bring together growers, middlemen, roasters, 

retailers, makers of coffee containers, and coffee transport

ing companies, not only from coffee producing countries but 

also from consuming countries. It was not possible to secure 

information about the purpose of this Congress. The unusual 

precedent of bringing representatives of roasting firms, 

doffee containers industry, and transporting companies to

gether with growers and middlemen, indicates that coffee in-
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duo try might "be facing nev; problems. This conclusion is 

mainly supported by observing that new developments in 

coffee merchandising in the United States indicate a strong 

tendency toward promoting the use of soluble coffee. In 

making soluble coffee much less green coffee is needed, so 

much less in fact, that if all coffee consumer in the United 

States were to be of the instant typo, only 8 million bags 
in of green coff e a year would be needed." Some representa

tives of coffee-producing countries are becoming aware of 

this new trend in coffee consumption, Rodolfo Lax$ vice-

president of the Officilia del Cafe de Costa Rica, statod that, 

"...the intensification of the manufacture of what 
is called 'soluble coffee' in the United States has 
begun, and its use means a noticeablo saving of coffee, 
which thus reduces demand. If the manufacture of 
solubles becomes general and maximum prices are main
tained, the situation for the producing countries will 
become very grave indeed. •..with regard to the manu
facture of soluble coffee, a study should be made whether 
an industrialization of coffee by the producing 
countries is adyi3able." 

Without considering the possibility of an immediate 

transformation of coffee roasting processes and consumers 

habits and preference, it appears that the United States will 

in the forseeable future be the determinant force in the 

coffee trade. If the problem how is to increase production, 

it may later lead to overproduction (partly because of the 

inelasticity of supply)• 
Aborn, "Coffee - force for peace", Coffee & Tea Industries 

and the Ilavor I? reld. vol§76, no. 1, Jim. 1953, p. 35. 

^Rodolfo Lar^ "Coffee dangers - old and nev;", Ibid., Vol.75, 
no. 11 November, 1952, pp. 53 and 36. 
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With this situation in mind it seams that the Senate 

Investigation may have failed to consider that the organi

zation of the International coffee trade is not based upon 

a free trade scheme. Also the Subcommittee investigators 

overlooked many important variable's that play a significant 

role in the coffee trade. The Subcommittee's conclusions that 

the rise in coffee prices was due to speculative maneuvers 

was too simple. It may bo valid for a short-term period, 

but under no circumstances does it give an inside picture 

of the whole problem. 

On the other hand, the Senate Investigation had a sig

nificant importance. It was one more instance that exposed 

the fragile base upon which the economics of these coffee-

producing countries rest. The problems of these ono-sided 

economics, including that of Brazil, are aggravated by the 

fact they are largely dependent upon one consuming market -

the United States -for their exchange sources. 
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Appendix A 

VALUE OF U.S. TOTAL COMMODITY IMPORTS AND 
COFFEE IMPORTS, 1930-19,49. 
(thousands of dollars) 

Periods 
Total Imports 

(a) 
Coffee Imports 

(b) 
Per cent 

of (b) over (a) 
im 3,061 209.5 6.8 
1931 2,091 174.9 8.7 
1932 1,323 136.8 10.3 
1933 1,450 124.1 8.6 
1934 1,655 133.1 8.0 

1930-34 1,916 155.7 8.1 

1935 2,047 136.9 6.7 
1936 2,423 134.0 5.5 
1937 3,084 150.6 4.9 
1938 1,960 137.8 7.0 
1939 2|318 139.5 6.0 

1934-39 2,366 139.8 5.9 

1940 2,625 126.8 4.8 
1941 3,345 177.4 5.3 
1942 2,745 205.4 7.5 
1943 3,381 273.4 8.1 
1944 3,919 326.0 8.3 

1940-44 3,203 221.8 6.9 

1945 4,147 345.9 8.3 
1946 4,942 472.0 9.6 
1947 5,756 601.0 10.4 
1948 7,124 698.0 9.8 
1949 6t622 795.0 12.0 

1945-49 5,719 * 582.4 10.2 

Source: U. S. Department of States, Bureau of the Census, 
Statistical Abstract of the United States: 

Coffee Data: 1944-45 issue, p. 542. 
1951 issue, p. 840. 
1952 issue, p. 853. 

Total Imports: 1952 issue, p. 842. 



167 

Appendix B 

U.S. COFFEE IMPORTS BY COUNTRIES AND 
AREAS OF 0 RIGHT 
(per cent) 

Total other Total Total Grand 
Periods Brazil Colombia Latin Amer. Latin other total 

Countries America Countries 
1930 65.5 22.1 9.4 97.0 3.0 100. C 
1931 71.0 18.7 7.5 97.2 2.8 
1932 61.5 23.8 8.6 95.9 6.1 
1933 65.8 22.7 9.6 98.1 1.9 
1934 65.6 21.1 8.8 95.5 4.5 

1930-34 65.9 21.7 8.7 96.3 3.7 

1935 64.6 21.1 11.5 97.2 2.8 
1936 59.5 19.9 15.5 94.9 5.1 
1937 51.6 25.3 17.4 94.3 5.7 
1938 60.4 22.8 13.9 97.1 2.9 
1939 61.1 21.0 11.6 93.7 2.3 

1935-39 59.4 22.0 14.0 95.4 4.6 

1940 53.5 25.8 19.0 98.3 1.7 
1941 58.1 18.0 20.8 96.9 3.1 
1942 43.1 29.3 24.6 97.0 3.0 
1943 45.5 29.3 24.2 99.0 1.0 
1944 55.7/ 25.0 19.2 99.9 0.1 

1940-44 51.2 25.5 21.6 98.3 1.7 

1945 57.0 22.2 20.5 99.7 0.3 
1946 56.5 25.2 16.3 98.0 2.0 
1947 53.1 25.8 18.9 97.8 2.2 
1948 55.2 25.4 17.4 98.0 2.0 
1̂949 57.7 22.4 17.8 97.9 2.1 

1945-49 55.9 24.2 18.2 98.3 1.7 

1950 51.6 22.0 21.6 95.2 4.8 

Sources: Data throughout ; L930 to 1944 from The International 
Institute of Agriculture, og. cjt.. p. 381. 

Data throughout 1945 to 1947 frorl Utilization of 
Farm Crops: Price Spreads - Coffee. Hearingson 
S. Res. 36, U.S. Senate Subcommittee on Agriculture 
and Forestry, 81st. Cong, 1st. sess., part 2, pp. 
973 ff. 

Data throughout 1948 to 1950 from Pan-American 
Coffee Bureau, op. ait., Releases Mos. 13 and 14. 



Appendix C 

corass CONSUMPTION TRENDS IN THE UNITED STATES 
1935-39 = 100 

Net Imports* Average* Coffee cost U.S. Income Per Cent Spent 
Per Capita Retail Price Per Capita Per Capita for Coffee 

Years a lr ,, to ! a x to « * c d c * d 
Pounds Index vr*-|y.//— 

Pound Index u.s.$ Index U.B.v Index r3  Index 

1930 10.7 19.9 39.5 162.4 4.28 149.1 560 110.5 0.8 142.9 
1931 11.7 98.3 32.8 135.5 3.86 134.5 439 86.6 0.9 160.7 
1932 10.0 84.0 29.4 121.5 2.90 101.0 320 63.1 0.9 160.7 
1933 10. 5 88.2 26.4 109.1 2.73 95.1 337 66.5 018 142.9 
1934 10.1 84.9 26.9 111.2 2.73 95.1 392 77.3 0.7 125.0 
1935 11.5 96.6 25.5 106.2 2.99 104.2 438 86.4 0.7 125.0 
1936 11.4 95.8 24.3 100.4 2.75 95.8 507 100.0 0.5 89.3 
1937 11.0 92.4 25.5 105.4 2.86 99.7 555 109.5 0.5 89.3 
1938 12.8 107.6 24.2 100.0 2.94 102.4 495 97.6 0.6 107.1 
1939 12.0 107.6 22. 4 92.7 2.82 98.3 541 106.7 0.5 88.3 
1940 13.0 109.2 21.2 87.6 2.73 95.1 588 116.0 0.5 89.3 
1941 13.2 110.9 23.6 97.5 3.17 110.5 727 143.4 0.4 71.4 
1942 11.6 97.5 28.3 116.9 3.25 113.2 907 178.9 0.4 71.4 
1943 10.5 88.2 30.0 124.0 3.15 109.8 1095 216.0 0.3 53.6 
1944 13.7 115.1 30.1 124.4 4.11 143.2 1164 229.6 0.3 53.6 
1945 14.1 118.5 30..5 126.0 4.37 152.3 1153 226.8 0.4 71.4 
1946 15.9 133.6 44.4 183.5 5.41 - 188.5 1254 247.3 0.4 71.4 
1947 15.2 127.7 46.9 193.8 7.14 259.2 1368 269.8 0.5 89.3 
1948 15.4 129.4 51.3 212.0 7.85 273.5 1461 288.2 0.5 89.3 
1949 15.5 130.6 55.4 228.9 8.52 296.9 1436 283.2 0.6 107.1 
1950 13.7 115.1 79.4 328.1 10.82 377.0 

t 
1482 292.3 0.7 125. 0 

^Hoasied coffee equivalent of green coffee net imports. 
03 

Source: Pan-American Goffee Bureau, OP. cit. » Re lease no. 14,{x56. 
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Appendix D 

COMPARISON OF ROASTED COFFEE AND FOOD PRICES IN THE 
UNITED STATES TO CITHER .WITH .PER CAPITA , 

COFFEE CONSUMPTION • 

1935-39 = 100 
Years Food Coasted Coffee 
1930 126.0 « . 16 2.4 
1931 10319 135.5 
1932 86.5 121.5 
1833 04.1 109.1 
1934 93.7 ' 111.2 
1935 100.4 106.2 
1936 101.3 100.4 
1937 105.3 105.4 
1938 97.8 100.0 
1939 95.2 92.7 
1940 96.6 87.6 
1941 105.5 97.5 
1942 123.9 116.9 
1940 138.0 124.0 
1944 136.1 124.4 
1945 139.1 126.0 
1946 159.6 183.5 
1947 193.8 193.8 
1948 210.2 212.0 
1949 201.9 228.9 
1950 204.5 328.1 
1951 227.4 358.3 
1952 231.5 358.3 

Sources: Coffee Annual: 1951, p. Ill# 

Bureau of Labor Statistics, Retail Prices of Food: 
1946 and 1947, Bulletin no. 958, 1948, p. 37. 

, Monthly Labor Review 
Oct., 1951, Vol. 75, no. 4, p. 518 and March, 
1953, Vol. 76, no. 5, p. 347. 
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Appendix E 

BRAZIL: AREA PLANTED, COFFEE PRODUCTION, AND AVERAGE YIELD 

Years Area Planted Production Average yield 
wj» 

Kg/hectare Periods 1000 hectares 1000 bags Kg/hectare 
1931 3,652 21,695 356 
1932 3,971 25f596 387 
1933 3,960 29,610 449 
1934 3,458 27,542 478 

1931-34 3,760 26,111 417 

1935 3,560 18,931 319 
1936 5,462 26,284 456 
1937 3,460 24,o49 423 
1938 3,492 23,402 402 
1939 3,042 . 19f284 380 

1935-39 3,403 22,450 396 

1940 2,519 16,701 398 
1941 2,378 16,026 404 
1942 2,174 13,831 382 
1943 2,341 15,366 394 
1944 2,346 10,546 270 

1940-44 2,352 14,494 370 

1945 2,382 13,915 351 
1946 2,406 15,289 581 
1947 2,437 15,053 371 
1948 2,463 17,291 421 
1949 2,549 17,191 405 

1945-49 2,447 15,748 386 

1950 2,663 17,857 402 
1951 2,707 19,325 428 

1950-51 2,685 18,591 415 

Sources: 
D. T. Vieira, op. cit., p. 9. 
Instituto Brasileiro de Geografia e Estatxstica, 
Anû rio Sstatistlco do Brasil, Vol. XI, 1950, p. 75. 
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Appendix F 

UNITED STATES COFFEE ANGLESALB PRICES 
COMPARED WITH THOSE OF RAW MATERIALS .AND ALL COMMODITIES 

1926 = IOO 

Years 
' All 

Commodities 
Raw 

Materials 
Green Oof.foe 
Santos ,4J E 

1920 86.4 84.3 50.2 
1931 73.0 65.6 29.0 
1932 64.0 55.1 42.0 
1933 65.9 56.5 41.7 
1934 74.9 60.6 50.2 
1935 80.0 77.1 39.9 
1936 80.8 79.9 42.6 
1937 86,3 ' 84.8 4919 
1938 78.6 72.0 35.0 
1939 77.1 70.2 33.6 
1940 78,6 71.9 32.3 
1941 87.3 85.5 51.1 
1942 98.8 100.6 60.1 
1943 103.1 112.1 60,1 
1944 104.0 113.2 60.1 
1945 105.8 116.0 60,1 
1946 121,1 154.7 83.0 
1947 152.1 165.6 118.4 
1948 165.1 170.4 120.2 
1949 155.0 163.9 142.6 
1950 161.5 172.4 226.6 
1951 173.3 J 192.6 243. B lr=-r- :rrr~—5T? --

, Coffe_e Tea and Joooa, p. 477. 
Bureau of Labor Statistics, 'wholesale Prices. 1947, 
bulletin no. 947, p. 6. 

. Wholesale Prices. 1940, 
bulletin no. 975, p. 3. 

. Price - Retail and 
Wholesale, bulletin no. 694, p. 735 ff • 

,, Wholesale Prices, 1949, 
bulletin, no. 100^, pp. 3-4. 

, Monthly Labor Review 
March, 1952, Vol. 74 no. 3, p. 073. 



Appendix G 

COLIP AR ATTVE TABLE OF Tim RKCOTiISKDATIOHS OF THE TOO U. S. SENATE REPORTS 
" OF THE IHTSSTIGATION OF THE RISE III COFFEE PRICES 

First report 
Tune 9, 1950? it 

o econd report "—  
(Aug. 22. 1950) 

Comments 

1. That the H.Y.C.& S. EX. 
Inc., discontinue the 
use of its D and S form of 
contract for future trad
ing in coffee and substi
tute therefor aU or 
univerdal type of futures 
contract vrhereby delive
ries of coffee, Is meet
ing suitable grades, can 
come from any place where 
coffee is produced or from 
any port from which Coffee 
is shipped, 

2. That in case of failure to 
comply promptly with this 
suggestion on the part of 
the New York Coffee & 
Sugar Exchange, Inc., the 
Attorney General of the 
U.S. be requested to seok 
injunctive relief against 
the continued use of the 
present D and 3 contracts 
as being restrictive of 
trade in coffee and tend
ing to create controls far 
beyond reason. 

1. The same. 1. No change, 

2. Tnat in case of failure of the 
N.Y. C.& S. Ex., Inc., to com
ply promptly with the sugges
tion the Attorney General of 
the U.S. be requested to seek 
Injunctive relief against the 
continued use of the present 
D and 3 contracts as being un
duly restrictive of trade in 
coffee and as tending to create 
controls far beyond reason. 1 

2. Recommendation re 
worded without 
changing its con
tents. 



, That the NY. C. & S. Ex. t . 
Inc., be urged to immedia
tely place in effect regu
lations which will require 
margins on coffee futures 
contracts at 50^ of the 
going value of the coffee 
covered by the contract. 

4. That legislation be prompt- • 
ly- enacted by the.£*sr**» JKf un Co{++* vw3«r %k'4 fonm-pS**1 _ 
i^xchange Act. To accomplish 
this the immediate passage 
of S. 5577 is recommended. 

5. That the Natl. Federation of 
Coffee Growers of Colombia, 
their U. S. representative, 
Nr. Andres Uribe, or any 
other representative having 
coffee belonging to the 
federation in its control, 
be requested to dispose of 
such stocks immediately and 
and in the future to dis
continue the practice of 
holding stocks of coffee 
off the market and in ware
house in the U.S.* 

6. That the coffee stocks held 
in warehouses in the U.S. by 
foreign interests, or on con
signment from foreign owners 
be immediately disposed of to 
the channels of trade. 

7. That failure on the part of 
of the Natl. Fed. of coffee 
Growers of Colombia and 

3.The same. 

4. The same. 

9. That the Attorney General 
of the U.S. be requested 
to investigate the sales 

3. Ho change# 

4. No change. 

5. Recommendation 
omitted. 

6. Recommendation 
omitted. 

7. Recommendation 
abridged, yet re« 
taining the con-



other foreign interests hold
ing supplies of green coffee 
in stock in the U.S. within 
a reasonable period of time 
shall be considered an effort 
to disrupt the normal supply 
and demand trend in green 
coffee and that the Attorney 
General of the U.S. be re
quested to bring a civil suit 
under the antitrust lav/s to 
compel disposition and the re
fraining in the future from 
holding of coffee stocks in 
this country* 

3. That the revenue laws of the 
U* S. be amended so as to tax 
profits of foreign interests 
made on the commodity ex
changes of the U.S.. 

9. That at all future meetings 
of the Special Commission on 
Coffee of the Inter-Aner. 
Economic and Social Council, 
or -any. of its committees, 
held in the U.S. or in which 
the U.S. participates, a 
representative of the U.S. 
Department of Justice, de
tailed for that purpose by 
the Att. Gen. of the U.S., 
be present 

and storage practices of the 
Natl. Fed. of Coffee Growers 
of Colombia and other foreign 
interests in the U.S. and 
take any appropriate action 
under the antitrust lav/s. 

That in order to curb the un
desirable speculation now 
existing in dealing in coffee 
futures the revenue laws of 
the U.S. be amended so as to 
tax profits of foreign in
terests made on the commodity 
exchanges of the U.S. 

That at all future meetings 
of the Special Comm. on 
Coffee of the Inter-Amer. 
Economic and Social Council, 
or any of its committees, in 
which the U.S. or any of its 
employees participate, a re
presentative of the U.S. who 
is conversant with the anti
trust lav/s be present. 

tents of re
commendation #7 
plus the recom
mendations #5 and 
6 of the •fi'r.st- : . 
Report. 

8. The recommenda
tion was extended 
in order to men
tion clearly the 
"un-desirable 
speculation." 

Recommendation ' 
slightly changed 
in order to make 
clear the purpose 
of direct inter
vention in the 
coffee trade. 



10. That the Bpreau of the Census 
undertake to make regular 
quarterly reports of green and 
roasted coffee stocks on hand 
similar to those prepared on 
Dec. 1, 1949# and March 31# 195% 
specifically for the subcommittee. 

11* That the U. S« through diplomatic 
channels offer to assifet the 
Brazilian and Colombia*! Govern- .. 
ments in such a way as*$)o aStci'%hese 
countries in adjusting their 
official exchange rates of the 
cruzeiro and the peso to the 
certificate-of-exehange or real-
istic value of these moneys. 

12. That the coffee-producing cpû fjries 
be urged to establish fully ASti. 
tistical organizations within 
their Governments that will pro
vide accurate statistics cm stocks 
of coffee both in warehouses and 
interior, proper crop estimates, 
tree census, acreagê  etc.. 

13* That , in view of the repeated 
statements from representatives 
of the principal coffee-produc
ing countries in the Western 
Hemisphere that coffee consump
tion new exceeds production, the 
United States offer technical 
assistance to other friendly 

S. The same. 10. No chanĝ  

11. Recommendation omit
ted, 

9* That the coffee-producing 12. Recommendation slight 
countries be urged to establish ly changed in oreder"" 
statistical organizations with- to omit "fully 
in their governments that will reliable", 
provide accurate statistics on 
stocks of coffee both in ware
houses and interior?, proper 
crop estimates, tree census, 
acreages, eta,. 

10. That in view of the repeated 
statements from representatives 
of the principal coffee-produc
ing countries in the Western 
Hemisphere that coffee consump
tion now exceeds production, 
the United States takes steps 
to improve and expand the growth 

13# Recommendation expand 
ed in order to include 
Puerto Rico and 
Central And South 
American countries. 



nations desiring to expand 
their coffee production. 

14. That, in view of the fact that 
the economy of certain South 
tod Central American countries 
depend so heavily upon coffee 
exports, that it is too early 
to determine just how much con
sumption of coffee will per
manently decline at present 
prices; and that any permanent 
decline as indicated over the 
4 months of 1950 would sooner 
or later bring a crash in 
coffee prices, it is recom
mended that the United States 
Government scrutinize most 
carefully any additional loans 
to these countries. 

15. That the Economic Cooperation 
Administration refuse to autho# 
ize any further allocation of 
dollars for the purchase of 
coffee 

16. That the National Defense Estab-
lisment in purchasing coffee do 
so on a month-to-month basis for 
the next 6 or 8 months and 
change their buying specifica
tions to permit delivery of any 
growth equal to or better than 

of coffee in Puerto Rico, continue 
its technical assistance to Central 
and South American countries, and 
offer such assistance to other 
friendly nations desiring to 
expand their coffee production. 

That, in view of the fact that the 
economy of certain South and Central 
American countries depends so heavi
ly upon coffee exports, that it is 
too early to determine just how much 
consumption of coffee will permanent 
ly decline at present prices; and that 
any permanent decline as indicated * 
over the 4 months of 1950 would 
sooner or later adversely affect the 
financial position of these countries 
such fact is hereby clsarly brought 
to the attention of such countries 
and likewise to the attention of all 
agencies of the United States Govern 
merit which are dealing with the 
coffee producing countries in 
economic fields. 

14. The recora- 1 
mendation was 
extended which 
caused it to 
lose some of its 
preciseness. At 
same time it 
allows for many 
loopholes in its 
context. 

The same. 

15 • Recommendation 
omitted* 

16. No change. 

> 



17* That the Attorney General of the 
United States investigate the 
details of the purchase of coffee 
by Er. George V. Robbins, Maxwell 
House Division, General Foods 
Cofp., from the National Coffee 
Department of Brazil in the year 
1948 to determine if any Federal 
lav/s have been violated* 

IB. That until stocks of accumulated 
eodfees are released by the 
producing countries, or new 
production of coffee is forth
coming from other areas, the 
American consumer follow the 
recommendations of the American 
Home Economics Association in 
preparing coffee and continue 
the current practice of not 
wasting coffee. 

19# That roasters of coffee and 
retailers of same abolish their 
percentage mark-up system on 
coffee and apply a rate of 
return on the unit pound basis 
in line with the unit per pound 
return they received in the fore 
part of 1949* 

13. The same. 

14« The same. 

1$. No change 

18. No change. 

19* Recommention 
omitted* 
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