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(13.) We've Been Asked,

ABOUT WILD SWINGS IN COFFEE PRICES
From Top Authorities Come Answers to Questions on
Topics in the News

Coffee, the morning eye opener for millions of Amans, is dropping in price
after a year of spectacular increases. Why?

Action on the world coffee market has been a classi c
example of the law of supply and demand. The price
went up when the supply decreased and is dropping n ow

that the supply is rebuilding. Also, the consumers

rebelled at the high prices and cut back on coffee

drinking. Many switched to tea, and the increased

demand sent its prices soaring too. But tea prices are
expected to follow coffee prices downward.

How high did coffee prices go?

Retail coffee was selling in the U.S. at an average of
$1.27 a pound in July 1975, when prices started to

soar. The latest Government figures showed coffee

selling for an average of $3.94 per pound in June,

1977, a 210 per cent jump.

Why did coffee prices take off so suddenly?

A severe frost hit Brazil in July 1975, and damaged the
coffee crop. The damage cut the 1976 harvest to 9. 5
million bags, down from 23 million bags in 1975. O ne
bag equals 132 pounds. Brazil usually accounts for one

third of the World's production. Other coffee-

producing nations were also hit that season by bad

weather. Drought damaged the crop in Kenya, and flo ods
struck Central America. The shortage led to panic

buying and speculation.

Does this mean that prices were rigged?

Not illegally, most experts believe. When the intpa€ the Brazilian crop freeze,
started to push world prices higher in late 197® eaxly 1977, roaster-companies
that buy green coffee beans and cook them to therbpreground stage-feared
even higher prices and started being up all thieedhey could get their hands on.
Also, Brazilian exporters, wanting to cash in oe ivaring prices, bought all the

coffee available from growers. The big demand feparse crop made the
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shortage seem worse than it really was, and serwdhnid price of green coffee

zooming from 60 cents in July, 1975, to $3.33 pmrrl in April, 1977

Will prices drop even lower?
A lot depends on attempts now going on by coffee-

producing nations to support prices. For instance, the
Brazilian Government is making large purchases in t he
international market in an attempt to stem the price
decline.

Did reduced consumption play a role in bring dowicgs?

High prices apparently led to less coffee drinking
around the world. Use in the United States dropped
about 10 per cent from 1975 to 1977. This pressured
retailers to lower prices.

What about tea prices?

Thev are still going up, but they also are expected to
drop. In July, 1975, a 48-bag package of tea-about 4
ounces-was gelling at retail for an average of 88

cents. The price went to $1.07 this June, a 21.6 p er
cent boost. However, the price on the world market is
failing. An anticipated record crop this year shoul d
result in a further drop.

U.S. NEWS & WORLD REPORT, Aug. 1977
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(1b) PRICES

Coffee Simmers Down
Stimulating news for coffee lovers, prices are uhaad).

For about two years coffee drinkers have bittertalied prices jump
from
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At the same time, responding to the high pricesamsumer
boycotts. U.S. coffee drinkers reduced their camsion in the past
year. Slack demand and the prospect of heavy sigrhave down
futures prices on the New York Coffee and SugathBrge. Contracts,
for coffee beans to be delivered in July fell to%Bllast week, a drop
of $1.45 a Ib. since April 14.

Some, A& P stores and other supermarkets, will kradzout 20 cents

a Ib. off retail prices this week. But becausendifation only those who
drink much stronger stuff-expect a return of thbsel6-a-Ib. levels of

two years ago.
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(1C) Industries

Why coffee prices are percolating

With the 5-cent cup of A coffee gone the good Stoggar, Americans have long
since accustomed themselves to paying 10 and 1S-aerup at lunch counters
and as much as $1 in posh restaurants. But sooesn the U. S., which
consumes more coffee than any other country, magvga higher.

Recent heavy frosts and severe droughts in Bithzilyorld's leading coffee
producer, may have damaged 30% to 40% of nextsyerarp and as much as 10%
of this year's crop. The exact extent of the dantaglke 1970-71 crop will not be
known before November, when the coffee plants blddat since most American
blends contain large amounts of Brazilian coffear$ of a possible shortage have
been enough to set off a wave of hedge buyingtuynaber of large importers and
some processors.

As a result, prices of Brazilian coffee have gapeah average of 3-cents a Ib. and
pulled along other types of coffee by correspondingunts. Thus Colombians
have risen 1.25 cents per Ib.; robustas have gpmg 1.5-cent a Ib.; and so-called
“other milds" have climbed 2.5-cents a Ib.

Reaction Wild gyrations in the coffee market are not rdh@ugh in recent years
prices of green, unprocessed have been relatitahyes Any significant change in
the exports of one of the major coffee producingntoes, however, is enough to
trigger price fluctuations. This time, as in thesp the price rise was set off by bad
weather.

The current situation is practically a repetitidrii®63, when Brazilian crop
failures started a worldwide rise in coffee prid@st that was by no means the
worst period of wildly fluctuating price changes.

Coffee prices really gyrated in the mid-1950’s.19563, for example the average
price of green coffee coming into this country \Bas7-cent a Ib.; in 1954, a
smaller Brazilian crop sent the price flying ug@®7-cent a Ib. The following year
it fell again to 52.5-cents a |b. and continueditop. Inevitably, retail prices
followed green coffee prices, alternately soaring plummeting.

Fluctuating prices caused a lot of grumbling inldrge coffee-consuming
countries. But the biggest hardships were felhendoffee producing-countries,
which lean heavily on coffee exports as a major@of foreign exchange.

50
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Brazil's coffee exports, for example: represent2d % of that country's total
exports last year. Coffee made tip 67.7% of Colastiotal 1968 exports. And, in
the 1950s, the percentages were even higher.

Watchdog. Years of chaos in coffee prices led to the aveatf the Inter-
national Coffee Organization in 1963. The 61-memB& representing both
coffee- producing and coffee-consuming countrres lreadquartered in London,
now sets an annual export quota for each produstion. The total world quota
for the 1969-70, "coffee year," which begins Oc¢tis146-million bags (each
weighing approximately 132 |b.). The quota is lowean the preceding one in
deference to the producing nations, which wantgtidm prices for their coffee.
The ICO can keep the market from fluctuating totullyiby releasing coffee from
a surplus stock held in each of the producing natio

This surplus is set at 2-million bags worldwide 1®69-70. Recently, the ICO
tried this tactic when it released some of theenirstockpile to relieve price
pressures. But until coffee importers feel thatrte®cks are sufficient to meet any
possible shortages, the import price is unlikeljalbbelow its current level of
about 40-cents a Ib.

Releasing coffee from the stockpile is only on¢hef means at the ICO's disposal
to control unacceptably high price increases, hawndv also can:
Raise worldwide export quotas.
But the machinery to bring about a quota changmisensely
complicated, in large part because of all the matiinterests involved.
Grant special allowances to one or more productuyties to exceed
their
individual quotas, which are set periodically opra-rata basis.
Before the ICO resorts to any of these weaponsghienthe price of green
coffee must fall below the official floor price ase above the ceiling
price. These are set each year for the four mgjmst of coffee.
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Impact. Higher prices for green coffee have alreadeifdtt down to the retail
level in the U.S. General Foods Corp., with 23.5%he market in ground coffee
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and 26.2% of the market in soluble (instant andZeedried), has announced an
average increase in wholesale prices of 3-certis@lground coffee and I-cent
per oz. on soluble coffee. Folger Coffee Co.,l@sgliary of Procter & Gamble
Co., is going to raise its wholesale prices by @tga |b. for ground and by 4% for
soluble coffee. Hills Bros. Coffee, Inc., has anmmed a hike of 2-cents per Ib. for
its ground coffee. Other producers are expectddlimvy suit.

No U. S. processor is willing to guess how muchhbigcoffee prices will go. But
industry observers are hopeful of the ICO's abtbtgontrol fluctuations.

Samuel Stavisky of the World Coffee Information @enn Washington, D. C.,
thinks the downturn in prices will come for bottyplsological and market reasons.
"The demand will ease when importers feel they fenaugh Brazilian coffee or

its equivalent,” he says. "Warehouses are full @zian coffee now, but reports
of frost damage caused a real scare.

Meantime, the day of, the 20-cent cup of coffeevdraearer.End

Business Week September 27, 1969,
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(2) Behavior
TIME, JUNE 18, 1979

Hoarding Days
Is it as American as apple pie?

In Cleveland, a crowd of 50,000 besieges three tmwm butcher shops. A
California woman reflects 8,400 cans of food. Aheé run on sugar and
sugar substitutes is so great that many beehieestalen for their honey.

Shades of the future as more shortages crippledimetry? No, this
outbreak of hoarding occurred during World War & joefore the
Government imposed rationing. Now, as the linegagbline stations
conjure up new visions of shortages, the questi@naarises whether
Americans will embark on more hoarding sprees.

Some commentators on American behavior think tddy's sporadic
hoarding of gasoline is an isolated phenomenorkelylito spread to other
products. Says Sociologist Amitai Etzioni; "Peopée a very emotional
stake in, their cars. It's not rational and subjed¢he usual calculations." But
others view it, more seriously. Says Harvard HiatoFrank Freidel:
"Hoarding is an absolutely typical American trait."

Indeed, many social scientists warn of a "shorf@yehosis" and see the
jittery outbreaks of minor hoarding during the “#@ss on saccharin, beef,
coffee and canning lids--as a sign of a major mbhhead. If uncertainty is
allowed to continue, says Johns Hopkins Behaviscantist M. Harvey
Brenner, "then people are really likely to do pagithings."

One lesson learned during World War 11 is that ¢iogrof one item can
cause a run on another. In, 1943 the rationirghogs touched off hoarding
of clothes and the rationing of canned meats aiddiarted panic buying of
canned vegetables and fruit. Another lesson issitexcity is not essential
to hoarding. In 1973, reporting a Congressmaitmtes remark that
supplies might grow short, TV Host Johnny Carsarched off nationwide
panic buying of toilet paper.
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One key ingredient in all hoarding, explains UCLé&c®logist Ralph
Turner, is public diet. Says he: "The ordinary harbaing knows that
Government authorities and business leaders divehagher priority to
keeping the populace calm than to telling the tfuth

Factors other than a loss of faith in governmeny also be at work: a
competitive culture and high anxiety about the ecoy and conflicting
reports on which shortages are long-term or temmgor8ays Sociologist
Jackie Boles, of Georgia State University; "At tsri&e this we need strong
leadership to jolt people out of this competitivehhvior.

Unfortunately, our leader has said, 'Yes, we haverergy shortage,' and
'no, we don't have an energy shortage.' Peoplepating in a vacuum of
leadership." Adds Brenner: "The public will trydet the facts themselves,
and when no reliable facts are available, they evéhte their own drama."”
forming, and anyone reluctant to join may not getdmare. Says Detroit
Psychologist Philip Owen: "If an individual seelng, he’s apt to get into
it, even if he doesn't know what 'it's for." Soga¢ssures against
overbuying disappear; everyone can hoard in goadaence. One refrain
dates back to World War II: "I'm just stocking-ugftre the hoarders got
here."

Hoarding could become more severe than it was guhie war. Says
Princeton Historian Eric Goldman; "Rationing waseneted then, but it was
temporary;' all we had, to do was win the war. f&laagging feeling
about shortages comes from being helpless, [tha@nen't going to get out
of this easily.
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BUSINESS AND FINANCE Uh>
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o roise rotes onoe more. And o Mew
York consumers were wamed by sate
oliclaly thot they could expect rote k-
creisos of ax much s 26 per cent by
wid-Jarmnry.

Still, consumors may be glad to poy
premiwn prices for gesoline, heating od
and eleetricity=for e prospect of omp-
ty tanks und brownots i vt-gerr.u]. ar-
ticlarly on the East Coast, I-'ar.lzml
Porwer Commission warnod, “There1l be
i dut of things turned off the moment the
lest [oil] ship comes in,” predicted Jack-
sl Gosoling s already in short supply
in many areas, At the weekend, the
public bus line in Washington, DG was
about 10 chosie down beeasse it couldn't
pet onough fuel for jts coaches, In the
Midwest, many school systems are fnd-
ing they have 6 pay double what the
Em'd last wewr for gos for e school-

s flects—if they can get foel ar all.
Witk jet fuel under allocations, airlines
canceled dozens of Highis [bax), Iron-
ically, somc. New York cCepartosent
atores, plaving on growing fears it
Tiatingg oal wowilil ber in slosre supply, put
eloctrie heaters on sale, The move drew
o withoring  Blast from  city  oficioly

wha feidly noted ot eloctric leslers,
which consume o lot of power, ure hard-
ly u logical hedge against an energy
shortzge

The situation is really no botter in Eu-
rope, Sunday driving been banned
in the Nethertlunds and o ratioe-
ing is expectod i Great Britain by
Christimas. Even in Franes, thooreticully
provected from the squeezs by its stabus
a5 a “feiend” of the Arab couse, the goy-
emment 15 askiog citizens to turm down
their thermostats and iz -wuarning of ra-
Honing. Foreign ministers of the nine
Commeon  Market countries: are meetin
thizs week to discuss the problem, an
shirp  debate 5 ey ovor what,
- anything, they should do about the
Arab embargo an the Netherlands, West
Crermany, a major importer of oil refined

in the huge Dutch oil comples ot Ko
eharn, hos dndicated it Fevors all-Euaroe
action to help the Dutch. But Frae
Belgium und Britado, Fearfa] of ofl ek
the Arabs and endangering their o
=u%5$n, are loss than i b g ale

re e somo hope 5 ke
ever, Iutelligence sources u;mri‘df
Arabs have played their hand; then
Ligtle chanoe that Saudi Arabia’s Kz
Falsal will decide to drop the other &
amd nationalize U8, 'Enr_.lding., T
Kaeng doesn't want o back the US
[k fubo o commer,” notés one expert.

Of ecours, the US. i already &
corngif=thobgh just how Iy s an
ahe's guess. The gravity of the sitees
thiz winter will depend in lurge me
on whether Americans tuke the she
fall serlousdy,

AIRLINE CUTS:
DOUBLE SAVING?

| ith supplies of jet fuol being Foed ap
w lost woars levels, the nation’s alr.
linez sharply cur baek their sehediles
bt week, Pamdoxically, the erisis-dic.
tated moves moy he s n 1o airlines—
wiedd perhapsto travelers as woll. The ade-
bines have been fving most of their
Rariey bess than half full and wsunlly ot o
With fewer  Hlights, factors
should rise, and the mirlises could savn
miflions of dollars, These savings could
ke fares from rhdng oy much as they
otherwise would havis
The carriers climinated more than 300
of their 13,500 duily fights, and he eut-
bocks may rise to 1,500 by early next
year. For instance,  Americnn, - Trans
World and United ‘Alr Lines received

Haethord, are now enly scheduled aace a
day insteacl of twice, and that Lmits o
traveler’s fexibility, “Thene's po way that
pussegent won't foed (hese cuthbicks,”
gays one Wall Street analyst, “IF & g

wants 1o leave at 9 o'clock For ﬂﬂuahu{
hie may find there's no way for him to g

~
- IS THIS TRIP NECESSARY?
Alriines hove already dropped 300 flights becauss of jet-luel shaslages, and ihe
total may grew 1o 1.500: But while prssangars may be Inccnvenishond, th Blrines
siand to save a groal deal ol maney feom Lhe EE:!E?EM Bnigmnyppyqnl:
B
Maw York-Chicago 133 105
Mew Yaork-Deyion 12 g’
Miw York-Denver 16 12
Mew Yark-Lus Vegas [ 4
Philadeiphin-Los Angeles 12 (5]
Philadelphia-San Francisco a 4
Datroit-Los .ﬂ.rgmu 10 B
Boston-Los Angelas 8 4 i
Chicago-Lag Vagas 20 18 #
Washington-Baltimare-Denver 1= I
—-— Houica: Ceail Apru-\mq'ﬁnhd b

order o medt increased operating oot

“Unguestionably it's o shot in the o’
he says. "Without these cuthncks they
conbde’t survive,” Still, spokeamen fi
the Air Trmmpurtrhslmrhtim lifin- that
steeply rising jet-Fuel prices will mom
than offset any savings from thoe ot
backs. “A cent-a-gallon. inerease in fud

A

Civil' Aeronantics: Board approval be cut  Seats will be i shaort ly om somo
,_ﬂigwjmuﬁmmmw__mz_um.ev izt i
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LAUTHE OIS O Astin, Texis, am tileries should shut down fer the duration. But how then
fate President Lyodon B, Johnson, Ac- would we fuel our discontents?
“hontas, Mr, Johnson donated upward of

wivale Tund for acquiring lamd for the :
mson Stite Purk—ont of drreitation ::EGE
ips. Thomas deposed, "I can't forget that Sﬂl"fi“g the Gﬂﬂﬂ]i“e Si‘"}[‘tﬂge
the President™s great desive to see this :

was the fact that they were selling cow
wes for 25 cents and asserting they came

Tllc: missing word in meost 1]hclPS,~.f9{]b of the oil crunch
“price.” Supplics and “necds” are apparently assumed

L H‘ I fixed, regardless of priec, Or,Lahe possible cffcct
of a price increase is discussed ae all, it is regarded ns an
now under sciéntific serating, and there insulferable burden on the poor (am arpument against
at it may be on the way oul; eyelamaies, any and all price increases) and an unconscionable wind-
be in for a comeback., The FDA will fall 1o the ofl baroms (who.might do semething rash,
s some [ime within the next decade. One  like use the funds to drill more wells or build mere re-
amise: Cans of diet pop coull bear the fincries ),
: This beverage may be dangerous to Besides, Great Socicty economist Walter Hel[n:r teells
T us that prices of fucls and power have already risen 20

per cent in the past twelve months. The catch is that this
L story is truc. Once upon a dime, in wias a risc in wholesale costy——mostly import prices—

akda County on a place called the Cot-  while ncither domestic whelesale nor retail prices have
vliss Beverly Harrell had her own little  risen by more than 4 couple of cents a galfon. En June
ul the pretty girls who worked for her  [971 gasoline pump prices were at the lowest leve! since
far into the might pleasing the many men 1968, they were frozen at thiat Jevel shortly thereaftee

y-hopped to the Cottontail Ranch, Then and left there until recently, Heating oil prices were
amy; o mean old man, discovered that the frozen at even lower off-season rates, causing refineries
v him, and he ordered Miss Harrell and to shift to a higher percentage of gasoline produetion.
A, Miss Harrell appealed to the courts,  Still, the refinerics’ net profits slipped every year between
aid her type of business was o public 1966 (11,2 por cent of sales) and 1972 (7.2 pér cent).
d the girls were foreed to leave, The girls  Informed by a recent staff study that “price controls . .

t less happily cver after and Uncle Sam were, indact, o factor in the alarmingly low fuel stocks

o, After all, this wasn't & fairy tale, that industey held in the summer of 1972, the Senate
r - voled to extend contrels on petroleam until March 975

ver believe it? Corettn Scott King, widow and narrowly missed mandating pasoline rationing.

7 King, is now making basc appeals to Understatements of the impact of the Arab cutoff—

s more she has blessomed into 2 strict “we only impore 6 per cent of our oil from the Arabs”—
Proof? Hupe ads, in cvery kind of bold- arise from using data which show where refined products
; New York Times: “WIGILANCE 15 THE come from but neglect to mention that some of the listed
POMI™ “YOU—AMERIGA AKE THE LAST non-Arab refineries get their crude oil from the Arabs.
Sp!Y YLET US STOP THOMAS JEFFERSON  Owverstatements, on the other hand, arise from Blaming
IN HIS GRAVE!" “INSIST ON STRICT cras-  all of owr energy problems on the Arabs, Whatever ihe
B TO YOUR CONSTITUTION!" “AMERIGA causes, White Howse estimates arc thin heating oil sup-
Jp!" AND—we arc now paraphrasing— phics will Fall 15 per cent short of demand, and other
MPEACHMENT PROCESS GOING! Tuets will be 11 te 13 per cent short, while the gasoline
shortage 5 estimated ‘3l o not too frightening 7 per cent.
des of life produce pregnancics, many of  These fgures might be half again as large if the oif
"opined William . Douglas, concurring cutoll continues, or 10 to 20 per cent. There i about a
Court's abortion decision. Justice Doug- 5 per cent range within which refineries are technically
ed on the Court for pearky 35 vears, and able to switeh Between paseling amd fuel ol Segovern-

Decrwenen 7. 1973 L
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af San Francineo s dinng Gasoling ey conld be higher
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