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(1a)      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 Americans, 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 impact, of the Brazilian crop freeze, 

started to push world prices higher in late 1976 and early 1977, roaster-companies 

that buy green coffee beans and cook them to the brown preground stage-feared 

even higher prices and started being up all the coffee they could get their hands on. 

Also, Brazilian exporters, wanting to cash in on the soaring prices, bought all the 

coffee available from growers. The big demand for a sparse crop made the 
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shortage seem worse than it really was, and sent the world price of green coffee 

zooming from 60 cents in July, 1975, to $3.33 per pound 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 down prices? 

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 declining. 
      
For about two years coffee drinkers have bitterly watched prices jump 
from 
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At the same time, responding to the high prices and consumer 
boycotts.  U.S. coffee drinkers reduced their consumption in the past 
year.  Slack demand and the prospect of heavy harvests have down 
futures prices on the New York Coffee and Sugar Exchange. Contracts, 
for coffee beans to be delivered in July fell to $1.95 last week, a drop 
of $1.45 a lb. since April 14. 
      
Some, A& P stores and other supermarkets, will knock about 20 cents 
a lb. off retail prices this week. But because of inflation only those who 
drink much stronger stuff-expect a return of those $1.46-a-lb. 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 5-cent cigar, Americans have long 
since accustomed themselves to paying 10 and 15-cents a cup at lunch counters 
and as much as $1 in posh restaurants. But soon prices in the U. S., which 
consumes more coffee than any other country, may go even higher. 
 
Recent heavy frosts and severe droughts in Brazil, the world's leading coffee 
producer, may have damaged 30% to 40% of next year's crop and as much as 10% 
of this year's crop. The exact extent of the damage to the 1970-71 crop will not be 
known before November, when the coffee plants bloom. But since most American 
blends contain large amounts of Brazilian coffee, fears of a possible shortage have 
been enough to set off a wave of hedge buying by a number of large importers and 
some processors.  
 
As a result, prices of Brazilian coffee have gone tip an average of 3-cents a lb. and 
pulled along other types of coffee by corresponding amounts.  Thus Colombians 
have risen 1.25 cents per lb.; robustas have gone up by 1.5-cent a lb.; and so-called 
“other milds" have climbed 2.5-cents a lb.  
 
Reaction.  Wild gyrations in the coffee market are not rare, though in recent years 
prices of green, unprocessed have been relatively stable. Any significant change in 
the exports of one of the major coffee producing countries, however, is enough to 
trigger price fluctuations.  This time, as in the past, the price rise was set off by bad 
weather. 
 
The current situation is practically a repetition of 1963, when Brazilian crop 
failures started a worldwide rise in coffee prices. But that was by no means the 
worst period of wildly fluctuating price changes.  
 
Coffee prices really gyrated in the mid-l950’s. In 1953, for example the average 
price of green coffee coming into this country was 52.7-cent a lb.; in 1954, a 
smaller Brazilian crop sent the price flying up to 65.7-cent a lb. The following year 
it fell again to 52.5-cents a lb. and continued to drop. Inevitably, retail prices 
followed green coffee prices, alternately soaring and plummeting. 
 
Fluctuating prices caused a lot of grumbling in the large coffee-consuming 
countries. But the biggest hardships were felt in the coffee producing-countries, 
which lean heavily on coffee exports as a major source of foreign exchange.  
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Brazil's coffee exports, for example: represented 42.1% of that country's total 
exports last year. Coffee made tip 67.7% of Colombia's total 1968 exports. And, in 
the 1950s, the percentages were even higher.  
 
Watchdog.  Years of chaos in coffee prices led to the creation of the Inter- 
national Coffee Organization in 1963. The 61-member ICO representing both 
coffee- producing  and coffee-consuming countries and headquartered in London, 
now sets an annual export quota for each producing nation.  The total world quota 
for the 1969-70, "coffee year," which begins Oct. 1, is 46-million bags (each 
weighing approximately 132 lb.). The quota is lower than the preceding one in 
deference to the producing nations, which wanted higher prices for their coffee. 
The ICO can keep the market from fluctuating too wildly by releasing coffee from 
a surplus stock held in each of the producing nations.  
 
This surplus is set at 2-million bags worldwide for 1969-70.  Recently, the ICO 
tried this tactic when it released some of the current stockpile to relieve price 
pressures. But until coffee importers feel that their stocks are sufficient to meet any 
possible shortages, the import price is unlikely to fall below its current level of 
about 40-cents a lb.  
 
Releasing coffee from the stockpile is only one of the means at the ICO's disposal 
to control unacceptably high price increases, however. It also can:  

· Raise worldwide export quotas.  
· But the machinery to bring about a quota change is immensely 

complicated, in large part because of all the national interests involved.  
· Grant special allowances to one or more producing countries to exceed 

their  
· individual quotas, which are set periodically on a pro-rata basis. 
· Before the ICO resorts to any of these weapons, however the price of green 

coffee must fall below the official floor price or rise above the ceiling 
price. These are set each year for the four major types of coffee. 

 
$����**� �
!� ��!������� ����(������� �**���
�!���'����� ����*��
��
D'
������*����� '������ �**�����
���

��� ���!���
�
���� ���6�#.5
 ���
�
�!:��I��<
���)4�)=.�4������!!���
������=�#.5 ��� 
�
�!:��$��
�
 ���
��
������
��
(��
���D'
����!�� ��!�����*��.�25 ��� 
�!

��
��
����'�4�����
�����!�>�!��������I���!!��
�
����
� ��! ���
�
���������4�
�(����*���������
���!�������
��
 �'
!��
�>������ �
��� 
����4�����
��I���!!����:
:!���� ������� �����!�����
'��!�4���

�:!� ������
*'��������!�

�
�*���������
'��!'
4����:�������� �
�:
 >�� ����!������
 
Impact.  Higher prices for green coffee have already filtered down to the retail 
level in the U.S. General Foods Corp., with 23.5% of the market in ground coffee 
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and 26.2% of the market in soluble (instant and freeze dried), has announced an 
average increase in wholesale prices of 3-cents a lb. on ground coffee and l-cent 
per oz. on soluble coffee.  Folger Coffee Co., a subsidiary of Procter & Gamble 
Co., is going to raise its wholesale prices by 2-cents a lb. for ground and by 4% for 
soluble coffee. Hills Bros. Coffee, Inc., has announced a hike of 2-cents per lb. for 
its ground coffee. Other producers are expected to follow suit.  
 
No U. S. processor is willing to guess how much higher coffee prices will go. But 
industry observers are hopeful of the ICO's ability to control fluctuations.  
 
Samuel Stavisky of the World Coffee Information Center in Washington, D. C., 
thinks the downturn in prices will come for both psychological and market reasons. 
"The demand will ease when importers feel they have enough Brazilian coffee or 
its equivalent,” he says. "Warehouses are full of Brazilian coffee now, but reports 
of frost damage caused a real scare.  
 
Meantime, the day of, the 20-cent cup of coffee draws nearer.  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 downtown butcher shops. A 
California woman reflects 8,400 cans of food.  And the run on sugar and 
sugar substitutes is so great that many beehives are stolen for their honey. 
 
Shades of the future as more shortages cripple the country?  No, this 
outbreak of hoarding occurred during World War 2 just before the 
Government imposed rationing. Now, as the lines at gasoline stations 
conjure up new visions of shortages, the question again' arises whether 
Americans will embark on more hoarding sprees. 
 
Some commentators on American behavior think that today's sporadic 
hoarding of gasoline is an isolated phenomenon unlikely to spread to other 
products.  Says Sociologist Amitai Etzioni; "People have a very emotional 
stake in, their cars. It's not rational and subject to the usual calculations." But 
others view it, more seriously. Says Harvard Historian Frank Freidel: 
"Hoarding is an absolutely typical American trait." 
 
Indeed, many social scientists warn of a "shortage psychosis" and see the 
jittery outbreaks of minor hoarding during the '70s--runs on saccharin, beef, 
coffee and canning lids--as a sign of a major problem ahead. If uncertainty is 
allowed to continue, says Johns Hopkins Behavioral Scientist M. Harvey 
Brenner, "then people are really likely to do panicky things." 
 
One lesson learned during World War 11 is that hoarding of one item can 
cause a run on another.  In, 1943 the rationing of shoes touched off hoarding 
of clothes and the rationing of canned meats and fish started panic buying of 
canned vegetables and fruit.  Another lesson is that scarcity is not essential 
to hoarding.  In 1973, reporting a Congressman's fatuous remark that 
supplies might grow short, TV Host Johnny Carson touched off nationwide 
panic buying of toilet paper. 
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One key ingredient in all hoarding, explains UCLA Sociologist Ralph 
Turner, is public diet. Says he: "The ordinary human being knows that 
Government authorities and business leaders give a lot higher priority to 
keeping the populace calm than to telling the truth." 
 
Factors other than a loss of faith in government may also be at work: a 
competitive culture and high anxiety about the economy and conflicting 
reports on which shortages are long-term or temporary.  Says Sociologist 
Jackie Boles, of Georgia State University; "At times like this we need strong 
leadership to jolt people out of this competitive behavior.  
 
Unfortunately, our leader has said, 'Yes, we have an energy shortage,' and 
'no, we don't have an energy shortage.' People are operating in a vacuum of 
leadership." Adds Brenner: "The public will try to get the facts themselves, 
and when no reliable facts are available, they will create their own drama." 
forming, and anyone reluctant to join may not get his share. Says Detroit 
Psychologist Philip Owen: "If an individual sees a line, he’s apt to get into 
it, even if he doesn't know what 'it's for." Social pressures against 
overbuying disappear; everyone can hoard in good conscience. One refrain 
dates back to World War II: "I'm just stocking-up before the hoarders got 
here." 
 
Hoarding could become more severe than it was during the war. Says 
Princeton Historian Eric Goldman; "Rationing was resented then, but it was 
temporary;' all we had, to do was win the war. Today's nagging feeling 
about shortages comes from being helpless, [that] we aren't going to get out 
of this easily. 

 

  

 



COPYRIGHT 2005 ROGER LAINSON 55 

 



COPYRIGHT 2005 ROGER LAINSON 56 



COPYRIGHT 2005 ROGER LAINSON 57 

 



COPYRIGHT 2005 ROGER LAINSON 58 

 



COPYRIGHT 2005 ROGER LAINSON 59 

 



COPYRIGHT 2005 ROGER LAINSON 60 

 

 



COPYRIGHT 2005 ROGER LAINSON 61 

 



COPYRIGHT 2005 ROGER LAINSON 62 



COPYRIGHT 2005 ROGER LAINSON 63 



COPYRIGHT 2005 ROGER LAINSON 64 



COPYRIGHT 2005 ROGER LAINSON 65 



COPYRIGHT 2005 ROGER LAINSON 66 



COPYRIGHT 2005 ROGER LAINSON 67 



COPYRIGHT 2005 ROGER LAINSON 68 



COPYRIGHT 2005 ROGER LAINSON 69 



COPYRIGHT 2005 ROGER LAINSON 70 



COPYRIGHT 2005 ROGER LAINSON 71 



COPYRIGHT 2005 ROGER LAINSON 72 



COPYRIGHT 2005 ROGER LAINSON 73 



COPYRIGHT 2005 ROGER LAINSON 74 



COPYRIGHT 2005 ROGER LAINSON 75 



COPYRIGHT 2005 ROGER LAINSON 76 



COPYRIGHT 2005 ROGER LAINSON 77 



COPYRIGHT 2005 ROGER LAINSON 78 



COPYRIGHT 2005 ROGER LAINSON 79 



COPYRIGHT 2005 ROGER LAINSON 80 



COPYRIGHT 2005 ROGER LAINSON 81 



COPYRIGHT 2005 ROGER LAINSON 82 

 


