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VERNON D. WICKIZER 

INTERNATIONAL COLLABORATION IN 
THE WORLD COFFEE MARKET* 

The consummation of an international coffee agreement in 1962 
was essentially an understanding between the world's largest coffee-producing 
country, Brazil, and the greatest coffee-consuming country, the United States. 
By November 30, 1962, 54 governments had indicated their intent to join. They 
represented 32 exporting and 22 importing countries, accounting for 95 per cent 
of world coffee exports and imports, respectively. Before the agreement could go 
into effect, ratification was needed by at least twenty exporting nations, account
ing for 80 per cent of world exports, and ten importing nations, accounting for the 
same percentage of imports. When, on May 21, 1963, the United States Senate 
ratified the long-term International Coffee Agreement, this ensured that the 
Agreement would become effective by July, replacing the extended annual agree
ment then in effect. Producer agreements, starting with a few Latin American 
producers in 1957, were thereafter gradually enlarged until they became interna
tional. 

The background and events leading up to the first long-term world coffee 
agreement to include both producers and importers, and the problems it will un
doubtedly face in the future, are worthy of some examination. Genuine interna
tional collaboration in the world coffee market has long been sought, but thus far 
the results of agreements or understandings have been discouraging. 

Producer interests seek stability in the market in the sense of maintaining 
coffee prices at sufficiently high levels to generate profits under a wide variety of 
conditions. Coffee interests in consuming countries favor stability at prices that 
will not discourage the coffee drinking habit, restrict consumption, and adversely 
affect the industry in importing countries. Except for an essentially wartime 
measure, the International American Coffee Agreement of 1940-48, there has 
never been real international collaboration in the coffee market or participation 
by consuming countries in international regulatory or control schemes, although 
efforts have been made upon a number of occasions during this century. 

• This essay by Professor-emeritus Wickizer, who studied world problems connected with tea, 
coffee and cocoa over many years, does not pretend to be completely up-to-date or au fait with current 
market conditions. 

In the preparation of the manuscript the author enjoyed editorial assistance from his colleagues 
William O. Jones, Richard J. Hammond, and Karl Brandt. 
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Reconciliation of producer and consumer interests remains the most impor
tant obstacle to the type of international collaboration which is still being sought. 
But there are other difficulties, such as the equitable allocation of export quotas, 
enforcement, agreement, and an acceptable plan for handling existing surpluses 
and those likely to arise in the future. 

Failure to secure international agreement on schemes for controlling the flow 
of marketings when surpluses accumulated in the decades before World War II 
led Brazil, the dominant factor in the world coffee trade, to several types of inter
vention on a purely national basis. Today Brazil again bears the brunt of the 
burden of excessive stocks, but is also primarily responsible for them, having 
failed to check the expansion of production capacity under the stimulus of abnor
mally high coffee prices during the early 1950's (Chart 1). 

CHART I.-WORLD COFFEE PRICES, PRODUCTION, IMPORTS, AND STOCKS, 1913-62* 
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.. World prices are represented by wholesale spot prices in New York. The production series 
shown is "total" production which averaged 31.4 million bags in 1944/45-1948/49 (6, pp. 45-46) 
compared with "exportable" production of 26.9 million in the same years (4, p. 477). 

Data are from 2, pp. 47, 241, 248--49; 4, p. 477; 6, pp. 45-46, 52, 73; 38 (1%1), pp. 8,23 
(1962), pp. 9, 75, 92; 39, p. 16; 40, p. 29. 
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CHANGING FACTORS IN THE WORLD COFFEE SITUATION 

Wide usc of coffee in the United States and Europe gives rise to an overseas 
trade with tropical Latin American countries, with Africa, and, to a much lesser 
extent nowadays, with Asia and Oceania. Any interruption of this trade or not
able distortions in it, such as are caused by price gyrations, creates problems of 
serious magnitude in producing countries, with inevitable economic and politi
cal repercussions in coffee-consuming countries. Prices of coffee on the world 
market are subject to fairly frequent and violent changes over the short term, but 
depressed prices may persist over a longer period of years when the rate of new 
planting results in the creation of surplus production. 

Variability in the Size of Crops 

Nearly all the really serious problems of the world coffee industry in the past 
have stemmed from the same source: the nature of the demand for and supply 
of coffee. Year-to-year market requirements tend to be relatively stable, increas
ing gradually as the population grows and the coffee-drinking habit becomes 
more widespread. Available supplies, however, have been highly variable, owing 
to frequent and wide fluctuations in crop yields caused by a complex of factors, 
chief of which are weather and the nature of the coffee plant. The effect on prices 
has usually been pronounced, especially in view of the concentration of such a 
large proportion of world production within a relatively small area in southern 
Brazil. 

In addition to local weather conditions, which affect the yields of all crops, 
the coffee tree has a yield cycle of its own, bearing less immediately following a 
large output, and more following a period of rest. The sharp fluctuations in 
yields, evident in all coffee-growing countries, are especially noticeable when 
weather conditions reinforce the up or down phase of the yield cycle. The coffee 
grower has very little control over these conditions of production imposed upon 
him by nature; about all he can do to influence output is to control diseases and 
pests, fertilize, and employ good cultural techniques. In the long run, of course, 
his judgment in replacing old trees with new, better yielding, or more disease
resistant varieties can be most important. 

Still, the coffee grower's production in a very favorable year may be ten times 
that of a poor one. Under such circumstances it is difficult to predict the size of 
forthcoming crops, and short-term adjustments in planting are not feasible. It 
takes several years to bring coffee trees to bearing, and once in production they 
are not readily abandoned or destroyed by their owners. This slow adjustment 
of supplies to foreseeable demand results in over-planting during a period of 
high coffee prices and abandonment only after a long period of low and unre
munerative prices. A few years after excessive new plantings the coffee industry 
has a surplus problem. Then, in addition to the measures mentioned above to 
cope with nature and a certain native instinct for personal advantage, there ap
pears in international relationships the additional element of organized efforts to 
influence attitudes and opinions where lobbying for special legislation seems to 
promise potential benefits. 
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Coffee in the Economies of Producing Countries 

Although coffee is produced in some seventy countries around the tropical 
world, its international importance stems primarily from Latin America, where 
more than a dozen countries derive an appreciable or large proportion of their 
foreign exchange earnings from coffee exports. (See Maps 1 and 2.) Secondarily, 

MAP 1 
Data from 38,1962, p. 50. 
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Africa is the most rapidly growing sector of the coffee industry. Half a dozen 
African countries have emerged in recent decades as important producers. The 
health of the coffee trade is not only of prime economic importance to these 
countries; it has a social impact, and it bears heavily on development problems. 
This means an involvement in national and international politics, since the indus
trialized coffee-consuming countries seek markets for their manufactures. 

Except for Brazil, the countries in which coffee looms large are mostly small, 
and despite the professed recognition of the desirability for diversification, they 
tend to stick to coffee, sometimes because the alternatives are limited in number 
or much less attractive, despite the risks in coffee growing. At least with coffee 
there is a huge world market; supplying it is profitable except in periods of over
production and surplus stocks. 

Between 1947-49 and 1955-57 the volume of coffee exports increased only about 
15 per cent, but prices doubled, with the result that export earnings and the pro-
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portion represented by coffee also rose. Since 1957, when coffee prices began their 
most recent decline and the first of a series of withholding agreements was 
effected, the export value of coffee as a percentage of total exports has also tended 
to fall. Still, during the period 1957-60, coffee exports from North America 
ranged from about 9 per cent (Mexico) to 79 per cent for smaller countries (El 
Salvador and Guatemala) of the total value of all exports from those countries 
(1, p. 10). In South America the range was from about one per cent (Venezuela) 
to 85 per cent (Colombia); in Africa, from about 12 per cent (Belgian Congo1 

and Tanganyika) to 67 per cent (Ethiopia); and for Asia and Oceania, from one 
per cent (India) to three per cent (Indonesia). The decline in coffee prices 
meant renewed pressures on producers, with volume up modestly but with value 
in 1960-61 down to about half the 1954 peak. 

EXPORTABLE 

COFFEE PRODUCTION 
OF THE 

EASTERN HEMISPHERE 

Data from 38, 1962, p. 50. 

Dot = 50,000 60-kg. bags 

MAP 2 

These developments inevitably affected export earnings, especially of coun
tries that were sending most of their coffee to the United States market. In the 
first postwar decade the importing capacity of Latin American coffee-producing 
countries was high, owing to high coffee prices, and the existence of war-accumu
lated gold and dollar balances. A decline in terms of trade then set in; the value 

1 Includes Ruanda-Urundi. 
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of exports to the United States has shown no growth since 1957. By 1960 the 
Latin American share of United States imports had fallen to the lowest level since 
the end of the war. Lower prices for traditional primary products reduced the 
value of United States imports from Latin America, but there was also a much 
greater import demand in the United States for finished manufactures from other 
parts of the trading world. As export earnings in Latin America declined and 
reserves were depleted, purchases from the United States shrank. The curtail
ment of trade between Latin America and the United States has produced un
happy consequences. 

THE DEPRESSING I-IISTORY OF WORLD COFFEE SURPLUSES 

One particularly depressing aspect of world coffee surpluses is that the situa
tion is no better today than it was sixty years ago. Brazil, to be sure, has gradu
ally lost its high share of the world market, but remains the dominating factor 
in it. With the rise of new producing countries the prospects of effectively ad
ministering an international agreement are less promising than they were in 1902, 
despite the willingness of the United States and other consuming countries to 
participate in a control scheme. 

In the past, various types of control schemes designed and implemented by 
Brazil were aimed basically at market stabilization through storage of surpluses 
from large crops to be drawn upon in years of short crops. But attempts to 
manipulate the market resulted ultimately in creating even greater maladjust
ments in supply-demand relationships than existed before. The excessive world 
coffee supplies that persisted throughout the 1930's can be largely attributed to 
Brazilian control experiments of the 1920'S.2 

Misplaced faith in artificial controls helped create the Brazilian difficulties of 
the 1930's, but in 1940 there was apparently still a strong sentiment among grow
ers in favor of old-time "valorization" measures in the belief that, as in 1918, they 
would soon bring better days. Fortunately, the government turned down such 
proposals in clear recognition of the different circumstances. The war in Europe, 
however, emphasized the common interests of the Americas, and new economic 
and political relationships were soon established. The importance of coffee to the 
economies of Latin-American producing countries, and to United States con
sumers, made it a logical first choice to come within the numerous wartime inter
American commodity understandings. 

Today coffee is still vital to the same fourteen Latin American countries that 
were parties to the wartime agreement; the United States is again seeking to 
improve conditions arising from the reappearance of coffee surpluses, and hopes 
to contribute to some kind of stabilization arrangement that will aid the econo
mies of Latin America. Most recent expressions of United States policy toward 
Latin American development are closely related to economic policies concerning 
the Alliance for Progress. 

Control Efforts Prior to World War II 

Toward the middle of the last century Brazil took the leadership in world 
coffee production from the Dutch East Indies, in particular from Java, and by 

2 The long history of Brazilian coffee control schemes is summarized in 2, especially pp. 136-65. 
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the end of the century clearly dominated the world coffee trade. The boom of 
the 1890's in Brazil resulted in doubled production, prices down more than half 
to the lowest level ever recorded, surpluses, panic, and the heginning of long 
years of experimentation in efforts at control. Then, as recently, international 
action was sought. But an International Coffee Conference, called in 1902, failed 
to take appropriate steps to relieve hardships resulting from over-enthusiasm in 
planting a few years earlier. 

Sao Paulo, then by far the leading producing state of Brazil, adopted a policy 
of "valorization" in 1905, when it became probable that the 1906-07 crop would 
be another record-breaking one. It was: 20.2 million bags,3 a figure not exceeded 
until 1927-28. From such a beginning stemmed a series of national controls and 
frustrated international control efforts until 1940-41 when, in the interests of 
Pan-American solidarity in time of war, the United States joined with the Latin 
American coffee-growing countries in a scheme for coping with the problems 
created by the closing of Continental European markets. 

In the ten years prior to the outbreak of the war, over 68 million bags of coffee 
were burned or otherwise destroyed in Brazil. This was equivalent to two and 
one-half years of world consumption. Today, coffee is again being destroyed, 
although reluctantly and at a slow rate, in the apparent hope that huge stocks can 
somehow be worked off without great loss. But it was ten years after Brazil 
stopped its earlier burning-well into the postwar period-before abnormally 
large stocks were finally liquidated. Then came, as so often before during the 
present century, high prices and a new wave of planting, followed by the recur
rence of old surplus problems, and inevitably by low, and frequently unprofitable 
prices.1 

The Inter-American Coffee Agreement 

Although production and marketing of coffee have been subject to artificial 
controls for a longer period than those of any other agricultural commodity of 
world importance, it was not until the Inter-American Coffee Agreement of 1940 
that its manipulation on the world's markets became more than a strictly national 
(Brazilian) affair. Several unsuccessful attempts had been made to extend the 
control idea to other producing countries since the turn of the century, especially 
in the 1930's. But the Brazilian position in world coffee production and trade was 
so dominant that her national experiments-mostly failures-were deemed the 
only feasible course. This situation changed with the outbreak of war in Europe; 
the rival smaller Latin American coffee-producing countries suddenly began to 
discover that they had interests in common with Brazil." 

The meaning of World War II to the coffee industry of Latin America did 
not become apparent until after the invasion of the Low Countries in May 1940. 
The blockade of European ports, shortage of shipping, and currency difficulties 

a The statistical bag of coffee has long been 60 kg. in data supplied by international agencies. 
Until the Inter-American Coffee Agreement its rough equivalent was 132 lb.; since then coffee sta
tistics presented by U. S. agencies have generally been in terms of bags of 132.276 lb., the increased 
accuracy being a by-product of quota arrangements under that Agreement. 

4 The same sequence of over- and under-production, with extreme price changes, characterized 
the history of coffee during the nineteenth century (3, p. 210). 

U As producers of mild coffees, the rival countries were forced into a commercial war with Brazil 
when it abandoned price-supporting measures in 1937. Colonial coffees (mostly African) were far 
less affected by the stiff competition of this period because of the sheltered markets afforded by the 
mother countries. 
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effectively closed the European market. This left the United States as the only 
accessible outlet for coffee grown in the Western Hemisphere. Thus the sales 
potential for coffee was cut in half at a time when excessive stocks had already 
accumulated. Prices fell in 1940 to the lowest level in two decades. A generally 
discouraging outlook brought about a measure of co-operation among producing 
countries that was not possible in the 1930's. Two conferences were held in rapid 
succession; they laid the groundwork for an agreement, signed November 28, 
1940 and effective April 16, 1941. 

The Inter-American Coffee Agreement of 1941 must be regarded primarily as 
a political measure devised to meet pressing problems arising from war. Under 
stress, and for reasons of national self-interest, the United States was exceedingly 
generous in making it possible to resolve the essentially conflicting objectives of 
coffee producers and consumers in a new manner. While the Agreement was 
outstandingly successful in improving the wartime position of coffee producers, 
it contributed little toward the solution of fundamental problems of the world 
coffee economy. 

The Agreement was a treaty between fourteen Latin American coffee-pro
ducing countries and the United States. In the long history of control efforts, it 
was the first truly international co-operative scheme for the regulation of the 
coffee trade and the support of coffee prices. Since the various valorization and 
coffee-defense programs of Brazil were strictly national in conception and oper
ation, and all attempts at international agreement prior to 1940 were unsuccessful, 
it has been observed that "The Agreement will undoubtedly be recalled in future 
years, when international coffee problems reappear in acute form, as they have 
over many decades past, as some form of model" (4, p. 93). However, it must 
not be overlooked that the conditions under which the Inter-American Coffee 
Agreement of 1941 functioned and those which are involved in the present agree
ment are quite different. 

The former Inter-American Coffee Agreement was to run for three years be
ginning October 1, 1940; it was extended from year to year on a standby basis 
until it was finally terminated in September 1948. Meanwhile, the export quotas 
established in 1940 got so far out of line with production that they were suspended, 
but the Inter-American Coffee Board-the regulatory body set up under the 
Agreement-continued to study the surplus problem that threatened in the early 
war years. When its report was made in 1948 it concluded that there was no 
longer a surplus, or a threat of one. The Board's study, however, did not attempt 
to look beyond 1950. In 1948 it felt that other problems of the industry could be 
handled more effectively by national action, and that those within the scope of 
international action could be solved by other international organizations, existing 
or proposed. 

High Hopes of the Inter-American Coffee Board in 1948 

The optimistic review, issued by the Coffee Board upon termination of the 
Inter-American Coffee Agreement, concluded (5, pp. 13,31): 

The most recent crisis ... has undoubtedly induced more profound 
and enduring adjustments than those of any previous period. The effect 
of these adjustments, particularly those in Brazil, will probably bring about 
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a more permanent equilibrium between coffee production and consump
tion ... 

The outlook ... is very encouraging. Surplus supplies ... are merely 
nominal ... prices are expected to continue at a remunerative level ... 
economic and technical conditions ... do not favor a rampant and un
co-ordinated expansion of production which will flood the market after 
1950. The ... industry appears to have reached a period of prosperous 
maturity .. . 

To the credit of the Board, it did not go completely along with the belief of 
many that a permanent "new era" for coffee had arrived, and that surplus prob
lems were a thing of the past. The report conceded that equilibrium conditions 
were "exceedingly hard to achieve and ... such desirable conditions are harder 
still to maintain." 

The Board's observation that conditions did not favor a "rampant and unco
ordinated expansion of production which will flood the market after 1950" proved 
ill-founded. Coffee production has been expanding at a rapid rate since about 
1950, without a corresponding expansion of markets. To be sure, United States 
and European imports rose in the early postwar years. This increase in demand, 
together with the exhaustion of Brazilian stocks, stagnation in production, adverse 
weather, market speculation, and removal of price controls in the United States, 
resulted in a price rise which, as usual, soon stimulated new planting. (For a 
long-term view of world wholesale coffee price developments see Chart 1.) 

By 1954 coffee prices were so high that consumer resistance was being felt, a 
lower level of imports resulted, and the United States Congress initiated an inves
tigation of coffee prices. After a peak in 1954, prices declined to the 1953 level 
where they remained until 1957, when renewed decline forced recognition of the 
growing imbalance in supply/demand relationships, and again inspired efforts 
toward agreements to control supply. 

The Current Surplus Problem 

When the Coffee Board dismissed, or at least minimized, the surplus problem 
at the termination of the Inter-American Coffee Agreement, it may have been 
under strong pressures from the representatives of the United States. Their gov
ernment certainly had a desire to extricate itself from a treaty obligation that 
served the purposes of wartime policies, but which was no longer desirable from 
an economic standpoint. However, it took only a few years for surpluses to re
appear. At the same time there was renewed emphasis on political aspects of the 
problem, as the United States took steps to improve and solidify its position in 
Latin America because of the threat of Communist infiltration in restless coun
tries ripe for some form of revolution. Pressures upon the United States became 
severe after the Castro take-over in Cuba, but they had started earlier. 

In appraising prospects for new coffee surpluses, a 1961 FAO report summed 
up the situation in this manner (6, pp. 36, 42) : 

The high level of coffee prices during 1950-57 stimulated a new wave 
of plantings, which lasted at least until 1958. World production rose by 
1.4 million tons, or 65 per cent, between 1950/51 and 1958/59; this increase 
was equivalent to one-half of total world imports in 1958. The 1958/59 
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crop was produced, however, mainly by trees planted before 1954. The 
greater part of the new plantings since 1954 have thus only just begun to 
make their impact on the world coffee situation; but they are likely to add 
substantially to world output as from the early 1960's . 

. . . available evidence strongly suggests that a substantial coffee sur
plus is likely to accumulate until 1965, and probably for some years after. 

An appraisal prepared by a staff member of the International Monetary Fund 
in September 1961 noted (7, p. 226) : 

Data on prospective output and demand suggest that-unless steps are 
taken to restore the balance-production over the next five or six years will 
exceed demand by some 25-30 per cent ... prices would have to decline 
... perhaps to less than one-third of what they are now in order to equate 
consumption to prospective output. Total receipts for coffee exports .. 
would be reduced to half, or less ... 

After reviewing current conditions in the international coffee market, the 
same author observed (7, p. 232) : 

Although prices received by exporters and producers have been kept below 
market prices, there has been no indication so far that prices received by 
exporters in any country have become unprofitable. Production has con
tinued to increase, and in some areas new planting is still proceeding .. 
no action has yet been reported designed to reduce output or capacity. 

From various sources reports of "intent" to curtail output in some countries 
were noted, but frequently conditions were attached to such proposals.6 

Some countries have expressed intention to reduce acreage but not necessarily 
production, the idea being to improve their efficiency and competitive position. 
Venezuela, for example, had 825,000 acres in 1961 and planned to reduce this by 
100,000 acres by 1965, but production was expected to increase to about 1,150,000 
bags, about 15 per cent above current production (8, p. 10). Similarly, Mexico 
was reported as planning to reduce acreage by 150,000 acres over a five-year period 
(1, p. 4). 

The Foreign Agricultural Service of the United States Department of Agri
culture, in its fourth estimate of the 1961-62 world coffee crop, forecast total pro
duction at 73 million bags, and exportable production at 59 million (9, p. 8 ff.). 
This was 1.7 million bags lower than its third (December 1961) estimate, and 
7 per cent below the record crop of 1959-60, but still the second largest crop ever 
produced. Increased output was expected from North and South America, and 
small declines in Africa and Asia. 

At the end of the 1960--61 coffee year, carryover stocks were estimated at 64 
million bags: 45 million in Brazil; 6.2 in Colombia; 1.2 in the Ivory Coast; and 
less than 1 million in several other countries. The total would have been approxi
mately 8 million bags larger had not Brazil destroyed that amount of low-quality 

6 For example, Brazil was prepared to uproot two billion coffee trees "provided that all other 
producers would accept similar programs" (10). 
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coffee.7 With net exports running around 43 million bags, current exportable 
production at 59 million, and stocks already at 64 million, the prospect was for a 
near-term surplus of around 80 million bags-enough to supply world consump
tion requirements for almost two years, and more than that at the absorption rate 
prior to 1959-60. 

RECENT EFFORTS TO REGULARIZE PRODUCTION AND TRADE 

After a number of conferences, the first formal step designed to arrest the de
cline in coffee prices was taken in October 1957 when seven Latin American pro
ducing countries (Brazil, Colombia, Costa Rica, EI Salvador, Guatemala, Mexico, 
and Nicaragua) agreed to regulate marketings (i.e., restrict the flow of available 
supplies) by withholding a portion of their exportable production.8 This so-called 
Mexico Agreement was effective for one year. Early in 1958 an International Cof
fee Organization was established to promote world trade and consumption, and 
to improve production conditions. Its seat was in Sao Paulo, Brazil. In June an 
international Coffee Study Group was set up in Washington; in November it 
sought assistance from the F AO. Thus far there was nothing very international 
about the arrangements, although some African coffee-producing countries and 
some major importing countries were being sounded out on the prospects of con
cluding a more comprehensive agreement. 

Short-Term Expedients 

Before the expiration of the Mexico Agreement an extension of another year 
of "regulated marketing" was agreed upon by 15 Latin American producing 
countries. This Agreement pledged a 5 per cent withholding of all exportable 
production up to 300,000 bags (of 60 kg.) and 10 per cent thereafter, except for 
the two largest producers and exporters where the bulk of stocks were accumu
lating. Brazil was to withhold 40 per cent and Colombia 15 per cent of their ex
portable crops. 

Late in September 1959, the temporary emergency measure designed two 
years earlier in Mexico was extended again. For the first time some African pro
ducing countries were persuaded to join (the French community, including 
Cameroon, and the Portuguese territories). The seven producing countries in the 
first International Coffee Agreement (effective October 1, 1959) were estimated 
to account for more than 85 per cent of the world's coffee trade. British East 
African and Belgian territories declined to participate formally, but declared their 
willingness to limit exports during the Agreement year. 

7 In 1952 an autonomous agency known as the Brazilian Coffee Institute (!Be) was created to 
carry out policy and to administer controls. Marketing regulations were set up, but the overall policy 
initiated at the beginning of the 1958-59 crop year was a combination of measures to support prices 
to growers at different levels for portions of the crop. In 1959 a program was announced of replacing 
old trees at the rate of one new for three old, with government loans and state agricultural guidance. 
As of late 1960 the program had not been put into effect. (For further details, see 11.) 

8 The shortage of storage facilities in the Central American countries tends to concentrate mar
ketings in a three- to six-month period, with adverse effects on prices. In January of 1962 the United 
States proposed a loan fund of $12 million for six Central American republics (Mexico, Guatemala, 
EI Salvador, Honduras, Nicaragua, and Costa Rica), designed to permit withholding of coffee mar
ketings during the peak of the season, thus reducing seasonal price fluctuations. 
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The International Coffee Agreement was renewed, with only slight modifica
tions, in 1960. Except for Brazil and Colombia, which held most of the stocks, 
export quotas were set optionally at either (a) the best annual exports between 
1949 and 1958, or (b) 88 per cent of exportable production in either of the two 
Agreement years. Adding eight independent African countries and the United 
Kingdom and Portugal in behalf of their African territories brought coverage of 
the Agreement to 28 countries and more than 90 per cent of world exportable 
production (12, p. 16).9 The number of participants was becoming impressive; 
their significance in making an agreement work was still to be tested. 

In 1960 Brazilian coffee stocks alone were large enough to fill world import 
requirements; it was becoming increasingly apparent that more than stopgap 
measures were called for, but progress toward a more lasting arrangement was 
slow. In 1961 the existing Agreement was extended, with the same export quotas, 
for another year, i.e., to September 30, 1962. The assessment for administrative 
and promotional costs was set at 25 cents per bag for Latin American coffee and 
15 cents for African, as it had been in the previous Agreement. Meanwhile, it 
was hoped that a long-term agreement could be drafted and accepted prior to 
expiration of the current one-year arrangement. The time schedule for these 
operations was postponed several times, but finally, in December 1961, a highly 
tentative draft agreement was ready and was submitted to the governments of 
member countries. 

INTERNATIONAL COFFEE STUDY GROUP 

In accordance with the request of the Coffee Study Group, the FAO revised a 
study prepared in 1959 "reviewing the economic aspects of the world coffee econ
omy and the basic economic and statistical data on recent trends in production, 
trade, prices, and consumption." This study (6) provides a useful basis for ex
amining the current coffee situation;lO it is the sort of analysis that before the war 
was available only as the result of private initiative by non-governmental organi
zations. The report appeared early in 1961. 

Later in 1961 a working document which was originally prepared for the 6th 
Period of Sessions of the Board of Directors of the International Coffee Agree
ment, and which reflected "the Board's opinion of the problems contained 
therein," was made available to the public. It is an interesting document (13). 
Important uncertainties in the coffee outlook were long correctly attributed to 
an inadequate factual base for appraising developments within the industry. This 

9 Member countries were Brazil, Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, El 
Salvador, Guatemala, Haiti, Honduras, Mexico, Nicaragua, Panama, Peru, Venezuela; Kenya, Tangan
yika, Uganda (represented by United Kingdom); France, Portugal, Cameroon, Central African Re
public, Congo (Brazzaville), Dahomey, Gabon, Ivory Coast, Madagascar, Togo. 

10 The FAO report discusses, and supports by adequate statistics: the main trends in production 
and consumption in the world coffee market; the underlying causal influences on both supply and 
demand; and prospects for production and coffee consumption under various assumptions. The appen
dix tables provide information on production annually from 1929-30 to 1960-61; net exports and 
imports annually, 1929-60, by countries and continents; origin and destination data on exports; 
wholesale and retail coffee prices, 1921-60; and other useful material. The prewar pressure to 
accept uncritically any information submitted officially by co-operating governments seems to have 
lessened considerably, so that the FAO is able to fill a long-felt need, i.e., for dependable information 
on major international commodities, even though natural emphasis may for some time be on those 
in trouble. 



INTERNATIONAL COLLABORATION IN THE COFFRR MARKET 285 

deficiency left an open field for rumor and propaganda, mostly inspired by pro
ducer interests: secrecy and distortion were techniques commonly applied, and 
sometimes freely admitted, but slanted news reports nevertheless generated skep
ticism in United States coffee circles.l1 

Statistics and related information on coffee production, trade, stocks, and 
consumption have been greatly improved since the wartime Coffee Board in 
1948 singled out "statistical and related informational services" as one of the four 
major problems of the world coffee industry. But governments in producing 
countries long ago became the representatives of coffee-producing and trading 
interests and adopted their frequently devious methods for influencing coffee 
prices, apparently even to the extent of sponsoring speculative activities designed 
for that purpose. 

During the period of one-year marketing agreements, friction seems to have 
lessened between the producing and consuming countries. Producers consid
ered the temporary agreements a successful expedient in arresting the down
ward trend in coffee prices and stabilizing coffee-export earnings; and importing 
countries seemed satisfied with a price level roughly half the peak of 1954. But no
body in the coffee trade believed that this relative calm could last very long in the 
face of overproduction, mounting stocks, and constant downward pressure on 
prices. Those who had faith in the efficacy of control schemes saw need for long
term measures in which consuming as well as producing interests actively par
ticipated. 

The urgency was expressed in the working document referred to above; ex
travagance of statement need not be underlined, since the introductory para
graphs set the tone of the report (13) : 

Today, orderly and healthy conditions in the world coffee market are 
of vital importance to 150 million people, and by 1970 this might well be 
a matter of life and death for close to 200 million human beings. 

Fourteen countries in Latin America, at least half a dozen of the emerg
ing nations of Africa, and one country in Asia depend for their foreign 
exchange earnings predominantly or appreciably on exports of coffee. The 
value of these exports must increase rapidly and substantially if the econo
mies of these countries are not to stagnate and if political and social chaos 
is to be avoided. 

After stating that a purpose of the report was to document this point, it continued 
(13, p. 1): 

... From now on, sudden reversals of booms or failure of coffee earn
ings to grow secularly, and at a vigorous pace, are not just other calamities 
to be suffered but eventually forgotten. In the second part of the 20th cen
tury such events might easily cause widespread economic chaos. 

The Coffee Study Group appointed a Coordinating and Drafting Committee 
composed of representatives from five producing and five importing countries.12 

It produced a preliminary document (14) which was revised and eventually 

11 Cf. 4, pp. 147-52. 
12 Brazil, Colombia, France, Italy, Ivory Coast, Mexico, El Salvador, Sweden, United Kingdom, 

and the United States. 
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became the basis of the present agreement. The proposed agreement was to re
place the existing one-year arrangement and run for five years. As submitted to 
member countries the draft proposals were ambitious and incomplete, and con
tained many alternative provisions. Early acceptance of a compromise agreement 
was considered highly doubtful, but the world coffee conference convened by the 
United Nations did in fact result in the present International Coffee Agreement. 

Draft for a Long-Term Agreement 

This early draft of a long-term international coffee agreement is interesting 
for what it attempted or hoped to do, although it contained many provisions un
doubtedly inserted for bargaining purposes. Basically, it was an export quota 
scheme, with price provisions designed to make it effective, and with import con
trols by consuming countries, as a sort of double-check, in order to prevent non
participating countries from market gains at the expense of parties to the Agree
ment. 

The proposed Agreement was to be administered by an International Coffee 
Council of all participating countries, meeting twice a year, and by a twelve-man 
Executive Board (six elected by exporting countries and six by importing coun
tries) which would be in continuous session. The Board was to have all the pow
ers of the Council when it was not in session, plus a few others such as admissions, 
suspensions, penalties, budgets, amendments to the Agreement, and the decision 
to liquidate it. 

Export quotas were to be set initially for three years and allotted to producing 
countries, which would agree to adjust their production, considering domestic 
needs and necessary stocks, in harmony with the quotas. The Council would 
annually recommend desirable levels for world and producers' stocks as well as 
minimum prices. The Board would be empowered to adjust quotas when prices 
changed: with a 5 per cent drop below the set minimum prices it might reduce 
quotas; with a 10 per cent rise in prices it might increase them. Under the head
ing of "production goals," producing countries would agree to adjust "insofar as 
possible," in consultation with the Council, but they were to be "entirely respon
sible for the policies and procedures they may apply." 

Other miscellaneous provisions of the proposed Agreement had to do with 
the establishment of funds for coffee promotion, economic development, stock 
holding and reduction, and with enforcement and penalties. An extra tax on 
coffee exports was envisaged as a means to stimulate "the economic diversifica
tion and development of coffee-producing countries and thus contribute to a 
strengthening of the political and economic bonds between producers and con
sumers." 

Chapter V of the Draft Agreement was devoted to the far from original idea 
of promoting coffee consumption by an assessment on the number of bags ex
ported (14, pp. 17-20). Its brief terms are devoted to the method of raising funds; 
apparently the desirability of increasing consumption is non-controversial, pro
posals along this line having long been about the only neutral grounds upon 
which coffee-producing countries have been able to agree. In addition to adver
tising promotion, the desirability of removing obstacles to increased coffee trade 
and consumption is recognized. Such obstacles include various internal taxes, 
laws, and regulations; import duties and preferential treatment for some sup-
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pliers; and export and import subsidies. (The draft provided three forms of 
wording to cover the subject.) 

Chapter X of the draft set up an International Coffee Fund; two specific objec
tives listed are "cooperating in the financing of agricultural diversification in 
coffee-producing areas," and "the reduction of stocks held by producers" (14, p. 
34). Although the proceeds of the Fund, derived from a yet-to-be-determined 
levy upon each bag of coffee exported, could be used for various purposes, the 
draft excluded financing of coffee production or "the accumulation, storage, or 
other maintenance costs of holding stocks, or administration or promotion" (14, 
p. 35). However, in Chapter IX, on seasonal financing (one paragraph), the 
Council "shall decide whether it agrees ... " on present arrangements or should 
seek new ones. 

In the preamble of the draft International Coffee Agreement (14, p. 1) it was 
stated: " ... close international cooperation on coffee marketing will stimulate 
the economic diversification and development of coffee-producing countries and 
thus contribute to a strengthening of the political and economic bonds between 
producers and consumers ... " This long-felt hope invites examination of what 
has been done and what is now planned to achieve these objectives. Diversifica
tion of the economies of essentially one-crop exporting countries has been gener
ally accepted as a highly desirable long-term goal. Feeble gestures have been 
made toward this objective, but to date no noticeable successes have been recorded. 
In fact, if international commodity arrangements are successful they are likely to 
retard, if not impede altogether, the diversification sought, especially for the less
developed tropical producers of primary products. 

A scheduled meeting of the Coffee Study Group for March 5, 1962 was post
poned to March 21 because Brazil was not ready. The London Economist (15, 
p.839) commented: "Some critics unkindly suggest that without Brazil there 
would be no coffee problem ... a five-year international scheme to be ready 
before the new crop year in October will call for unusual expedition. The rickety 
annual agreement between producers was renewed with misgivings last year and 
its possible extension to cover an interval before a new agreement comes into force 
would hardly be satisfactory." 

Consideration of the long-term draft agreement submitted to interested, or 
potentially interested, governmental bodies deemed necessary for the realization 
of the scheme resulted, not unexpectedly, in the conclusion that the plan was 
important, vital, necessary, and "in the best interests of producing and importing 
countries." It was agreed to ask the Secretary-General of the United Nations to 
call a conference (later set to begin July 9), for formal negotiation. 

The Study Group planned to circulate its views on the draft Agreement to the 
48 countries represented at the meeting. These are perhaps best reported by an 
article that appeared in Tropical Products Quarterly, the nearest thing to a "neu
tral source" (16, p. 86). Even so, any reporter who was not present might have 
a bit of difficulty in distinguishing "unanimous," "general," "substantial," "virtu
ally unanimous," "generally agreed," as describing the amount, or lack, of agree
ment. A few items on the agenda seemed to have positive support, and others 
uncertain backing. As noted before, the draft agreement was a "grab bag"
something for everyone, and potentially a bargaining base. 

The one point on which the Group agreed unanimously was that "the princi-
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pal instrument of the proposed International Coffee Agreement should be export 
quotas, which should embrace all types of coffee for use as a beverage or a flavour
ing." Some of the pitfalls in the export quota idea are discussed subsequently. 
Here it is necessary to note only that the export quota device has failed over and 
over again for want of any effective production control; and that none was pro
vided in the draft. 

There was also "general agreement" that the total of country export quotas 
should be "realistically related to the world total demand for coffee, with periodic 
adjustments ... " There was absolutely no quarrel with that, nor with the state-
ment that " ... all participating countries should bear an equitable share of the 
necessary restraints on exports." A substantial majority "of member countries 
agreed that some controls on imports from non-participating countries were jus
tifiable ... " And it was "generally recognized that export quota provisions 
would have to be fortified by provisions relating to prices ... " 

Thus the Coffee Study Group, in effect, endorsed its own sponsored findings, 
including "substantial agreement" to discourage future plantings and reduce de
pendence on coffee growing; and "virtually unanimously" agreed on the impor
tance of the promotion of coffee consumption and provision for "efforts" to re
duce stocks. These have been standard provisions in all draft agreements pro
posed over the past 60 years. The intention reads well, but efforts to achieve such 
objectives (except for promoting consumption) have had a sad history; they have 
characteristically been reduced to "bountiful good intentions for others, but no 
real sacrifices for ourselves." The only area in which opinion was divided was on 
preferential duties, discriminatory taxes, and other barriers to trade in coffee. 

BACKGROUND AND POLITICAL FACTORS IN CONTROL PROPOSALS 

The draft for a long-term international coffee agreement presumably reflected 
the views of interested parties, because it incorporated most of the ideas advanced 
by enthusiasts for international commodity agreements (ICA's) since the war 
with the vital exception of mandatory production control. Market control was 
to be by export quotas, enforced by fixed prices and the cooperation of importing 
countries. None of the suggestions was new, but few agreement proposals aimed 
at, or hoped for, so much. 

International Commodity Arrangements in General 

Generally speaking, ICA's were of little importance before the depression of 
the early 1930's when they were established by the British and Dutch for rubber, 
tin, and tea. By the end of the decade about ten such agreements were in effect, 
mostly showing discouraging results during their brief experience; today there 
are five. The United States is a member of the sugar, wheat, and coffee agree
ments and has shown interest in tin. For various reasons-limited representation, 
even of producers; absence of export and production quotas; meaningless floor 
and ceiling prices; and political pressures-existing ICA's can by no means serve 
as models for other control schemes. 

A number of patterns have been proposed for international commodity agree
ments, the most seriously discussed being: (a) commodity control, (b) buffer
stock, and (c) surplus adjustment schemes. Some experience has been recorded 
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for all forms and evaluated by such authorities as ]. S. Davis, Director Emeritus 
of the Food Research Institute.13 In reviewing experience with coffee he described 
the 1940 Inter-American Coffee Agreement as "born of wartime economics and 
high politics" (17, pp. 206-07), a characterization that is still pertinent. 

Since the international commodity agreement for coffee clearly falls primarily 
within category (a) above, conclusions Davis reached some years ago are of more 
than passing interest (18, p. 6): 

Of the several types, the commodity control agreement is often dis
cussed as the ICA "par excellence" and advocated for wide application. 
It involves a far-reaching system of monopolistic commodity controls un
der international auspices. It implies multiplying national controls, though 
many commodity problems owe their origin or persistence to ill-conceived, 
excessive, or mismanaged national measures. The faith of its advocates, 
that its past evils and weaknesses can be overcome and persistent problems 
really met, is ill-founded. In practice, such controls would be mainly re
strictive of production, consumption, and trade, in stark contradiction to 
widely voiced convictions in favor of an expanding world economy. 

But Davis saw in the opposition of the United States, and in the vulnerability of 
such schemes to breakdown, some measure of insurance against this danger. 

Most students of international commodity agreements hold views similar to 
those expressed by Davis some years ago. In 1960 Professor E. S. Mason of Har
vard had this to say (19, pp. 5-6) : 

Commodity stabilization schemes appear to have a peculiar fascination 
for some people ... only three have emerged to last over any considerable 
period of time, i.e., the tin, wheat, and sugar agreements. And some rather 
special circumstances account for these three . . . Reflection on this his
tory leads to [the conclusion that] it is pretty much a waste of time to con
sider any sizeable expansion of international commodity agreements or 
buffer-stock schemes. The difficulties of negotiation and administration 
are so great as to outweigh any probable advantages. 

Vulnerability of such schemes to breakdown remains, despite optimistic and 
hopeful predictions that weaknesses of earlier arrangements had been largely 
overcome;14 but the question of continuing interest is the future policy of the 
United States in discharging its recognized obligation to assist developing econo
mies by making foreign exchange more readily available. 

Late in December 1961 a meeting on international commodity problems was 
held in New York City, sponsored by the Committee for Economic Develop
ment, the Brookings Institution, the Iowa State University Center for Agricul
tural and Economic Adjustment, and the National Planning Association. The 
conference was called because the sponsors believed that problems arising from 
the unstable and declining incomes earned by producers of many internationally 

18 Davis headed a project during the early 1940's that examined the prospects of a number of 
commodities of international importance which had been or were under some type of control. Draw
ing upon studies under his direction and upon other sources, he summarized experience under inter
governmental commodity agreements, 1902-45, in 17. 

14 See, for example, the Pan-American Coffee Bureau's (20, p. 9) conclusion, "After a few years 
of experience, coffee organizations are now functioning that are capable of dealing with basic ques
tions affecting the world coffee industry." 



290 VERNON D. WICKIZER 

traded commodities were of growing importance, and that policy decisions re
lating to these problems were increasingly urgent. The conference was designed 
to bring participants up to date; most of the papers had been pUblished previously, 
and were to have been read in advance. No formal proceedings can be quoted 
here, but excerpts from earlier statements by the various specialists assembled 
provide a clue to current professional thinking in and outside national and in
ternational governmental institutions. 

Drawing upon these miscellaneous sources, used by some 45 invited experts, 
it is possible to find support for documents of the Organization of American 
States and the United Nations which echo coffee producers' thoughts on means 
to offset fluctuations in export receipts. A United Nations report discusses with 
approbation the extension of compensation to underdeveloped countries for the 
cyclical decline in their export receipts (21). An OAS report on marketing 
problems of Latin American export commodities should be read with approval 
in coHee-producing countries, for it states (22): " ... Latin American countries 
are undertaking a new program of joint planning and regional integration. To 
deal with the problems inherent in such a program, they must be assured [italics 
supplied] they will not be confronted with large fluctuations in export receipts 
for which they cannot find offsetting resources." Another contributor to the con
ference recognized that the problem of oversupply had not been properly at
tacked, but questioned whether the United States might not try to help Brazil 
to reduce coHee production as a part of its assistance program. 

On the other hand, a number of documents, papers, and participant expres
sions took a pessimistic view of the prospects of international commodity arrange
ments. E. S. Mason, for example, states (19, p. 9) : 

An examination of the experience of countries attempting to stabilize 
foreign exchange availabilities through central marketing boards, export 
taxes and subsidies, or variable exchange rates is not, perhaps, conducive to 
much enthusiasm for these devices. As compared, however, with interna
tional commodity agreements and buffer stocks, they have at least the merit 
of greater administrative and political feasibility. 

Most of the experts seemed to agree that the only satisfactory solution to the ever
recurring problems of coffee was a change in production patterns that would per
mit a diversification of exports. The diversification idea is by no means new, but 
it is necessarily a long-term approach; it seems not to fit nicely with the impatient 
temperament engendered by short-term declines in revenues characteristic of cof
fee fluctuations. Only when circumstances make coffee growing markedly un
profitable, as during World War II, has there been any real move to substitute 
other crops for coffee. 

The Importance of a Coffee Policy for the United States 

As the dominant coffee market of the world, the attitude of the United States 
toward "stabilizing" or "development" schemes is perhaps as important as the 
self-help efforts of any or all producing countries. After a period of wartime 
and early postwar advocacy by numerous enthusiasts here and abroad of a 
wide range of commodity agreements to solve almost every "unstable" com-
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modity situation, the attitude of the United States cooled, despite (or perhaps be
cause of) its leading role in the Inter-American Coffee Agreement. Many who 
cling to the network idea of commodity agreements-i.e., the more the better
have transferred their attention to international organizations with the apparent 
hope of greater scope in planning, ordering, and ultimately "regularizing" the 
sometimes chaotic commodity markets of the world, thus "stabilizing" and "de
veloping" the economies of the primary producing countries. 

Despite the reluctance of the United States to become an active partner in 
Latin American schemes for promoting their coffee interests, political pressures 
of various kinds continued to mount, especially after 1957. The "Latin" felt let 
down when the Roosevelt "Good Neighbor" policy was followed by postwar pre
occupation with European recovery, starting with the Marshall Plan. Not until 
the coming to power of Fidel Castro in Cuba was a new United States admin
istration forced to evolve an ambitious "Alliance for Progress" program, in 1961. 

Earlier, however, after coffee troubles threatened in 1957, there was specula
tion on whether or not the United States intended to adopt a new attitude toward 
global commodity agreements. The rebellion in Cuba may have sparked the 
flurry in the coffee market, but the rise followed promptly a speech on Pan
American Day by Secretary of State Dulles, which Barron's (23, p. 1) said "ap
peared to signal a new and sympathetic U. S. attitude ... By their eager bid
ding, the speculators, in effect, were betting that Washington plans to lend fur
ther support, both moral and financial, to the unsavory cause of propping up the 
coffee price." At that time the seven parties to the so-called Mexico Agreement 
were holding coffee off the market, with some success in terms of price, but with 
the help of large loans from the Export-Import Bank. 

Maintaining that the Americas needed a fresh coffee policy, Barron's lead edi
torial pointed out that the withholding operations were keeping coffee prices 
artificially high, building ever larger stocks that had to be financed, and reducing 
sharply Latin American holdings of gold and foreign exchange. It noted Latin 
America's declining share in an increasing world output as African production 
grew under price umbrellas, and concluded that coffee prices should be allowed 
to seek their proper level in the free market place, and thus "discourage excessive 
planting, encourage a more efficient use of natural resources, and give consump
tion of the bean a badly needed boost." On strictly economic grounds there can 
be little quarrel with such an analysis, but coffee policy in the present century, at 
least, has not been based on economic reasoning alone. 

The African producers have had no strong feeling for an international agree
ment that might curtail prospects for their coffees, any more than Colombian and 
Central American growers were enthusiastic about the prolonged efforts of Bra
zil in past decades to correct the excesses of its own purely national policies by 
arrangements that would place all growers on an equal competitive basis. But 
Brazilians and Colombians, once bitter rivals in the world coffee market, joined 
in efforts to persuade the United States government to enter a cartel arrangement 
for stabilization that would establish a floor under the price of coffee imported 
into this country. The threat of African production was at long last taken seri
ously; changes in the character of world demand for coffee (e.g., the rising im
portance of instant coffees or solubles), and many built-in competitive advantages, 
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already reflected in trade returns, enjoyed by the African countries because of 
their preferred position in British and French markets, brought a type of Latin 
American unity not evident until the appearance of a common enemy. 

That progress was made in altering the American position is suggested by 
the annual review of the official organ of 13 Latin American producing countries 
(20, pp. 8-9). It comments upon the "growing attention" of the United States 
to the "economic, social and political problems of the Hemisphere, including 
those of coffee ... It appears that work on a long-term coffee agreement will 
be carried on within the framework of the planning of a broad Hemispheric eco
nomic and social program, in the formulation of which the United States may 
take a leading part." These hopes were supported by President Kennedy's an
nouncement of March 13, 1961 in connection with his "10-year plan to raise living 
standards of all Americans, provide basic education, end hunger, and place each 
nation on a basis of self-sustaining growth," that "the United States is ready to 
co-operate in serious, case-by-case examinations of commodity problems ... " 

Three years after Secretary Dulles's "hint," and again on an anniversary of 
Pan-American Day, President Kennedy, a month after his Alliance for Progress 
message, reaffirmed the good intentions of the United States by stating that he 
would shortly request a meeting, on the ministerial level, of the Inter-American 
Economic and Social Council in order to make plans to implement his program. 
This conference was held at Punta del Este, Uruguay, in August 1961. Press re
leases said that it was only a logical follow-up to the Act of Bogod. of Septem
ber-October 1960, approved by the Council of the Organization of American 
States, which outlined procedures for examining and dealing with the problem 
of fluctuating prices of stable export commodities, and to President Kennedy's 
new statement of United States intentions. 

Unenthusiastic Non-Official Reaction to Producer Proposals 

The hint by Secretary Dulles in 1958 that the United States might be more 
receptive to the Latin American clamor for procedures to relieve long-standing 
troubles with coffee aroused little North American enthusiasm except on the part 
of a few State Department officials. 

Business and financial views expressed in a front page article in the Wall Street 
Journal, May 1, 1962 noted that growers "want consumer nations to join [in the 
proposed International Coffee Agreement] and help enforce export quotas. The 
U. S. and other consuming countries instead want producers to try harder to 
curb output." An editorial in the same issue (p. 10), reads in part: 

As Colombia's finance minister in effect expressed it, the Alliance money 
isn't going to do much good unless something can be done about Latin 
American commodity prices. Some U. S. officials also favor such trade 
"stabilization." ... 

Still, it seems to us that an attempt to "stabilize" prices by international 
commodity agreements is about the worst possible way to deal with the 
problem. For one thing, it is an artificial device, and of course stabilization, 
from the Latin point of view, doesn't mean that at all; it means higher 
pnces . 

. . . But perhaps the worst part of such a scheme is that it encourages 
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people to ignore the causes of the problem .... The Alliance for Progress 
aid may indeed be wasted if it becomes a vehicle for commodity stabiliza
tion. The only commodity that will stabilize is stagnation. 

The trade press was alert earlier, as indicated by an editorial in the Tea & 
CofJee Trade Journal, February 1961 (p. 15) entitled "Coffee Producers Hope 
for a Miracle to Solve Mounting Surplus Problem." The editorial went on to 
say: 

We assume that the producers are aware of the direction their efforts in 
defense of the commodity must take, and we are mystified by their appar
ent reluctance to come to grips with this problem. We are doubly mystified 
when we hear the official spokesman for a group of important producing 
countries recommend that the United States government intervene ... 

· .. It is entirely unrealistic to expect the trade to forget the reaction to 
the high price of coffee a few years ago ... or to be overly distressed about 
the fact that the unreasonably high price of coffee allowed Africa to gain a 
foothold ... 

· .. It is the coffee producer's problem to solve, not that of the U. S. 
government or the U. S. coffee trade. We believe it is high time that they 
stopped hoping for a miracle and settled down to a serious effort of mer
chandising the product and cutting back production to a point where their 
output is in line with demand. 

Public reaction was probably expressed by an editorial in the Washington 
Post under the heading, "Ominous Parallel to Our Domestic Farm Program?" 
(reported in 24, p. 58). The Post contended that there were very real dangers in 
the proposed coffee agreement, essentially the same as those discussed here and 
analyzed by Virgil Salera (24, p. 58 ff.). There was clearly little doubt that Latin 
Americans and their advisers "have been influenced and perhaps inspired by the 
nature and political vitality of U. S. price support and related farm legislation." 

Latin American coffee-producing interests have often, over the years, reiterated 
the idea-by no means new or original-that because the United States sees fit 
to subsidize its own farmers, they should be similarly treated. Their calculations 
always result in a "reasonable," "fair," "adequate," coffee price well above cur
rent levels, that will enable growers to pay better wages to workers and thereby 
improve their lot, stabilize the economy, and promote economic development. 
For a recent example, a prominent Brazilian businessman is quoted in Fortune 
(February 1962, p. 212) as blaming the United States for Brazilian inflation and 
other problems, as follows: 

· .. You have inundated our market with consumer goods and you 
have not invested enough to create national industries here. You arouse 
our discontent by putting pretty things in our windows-now we look to 
you to satisfy the needs that all people have a right to. When we see Ameri
cans with two cars, we Brazilians want two. We are friends of the U. S. 
and if the U. S. wants to be a leader, it must help those it is leading. A 
leader has the responsibilities, not just the advantages. The cheapest thing 
thing in the U. S. right now is a cup of coffee, and it is surprising that you 
take no action to help Brazil. 
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One of frequent "point-the-finger" gestures was directed toward Hawaii, which 
has a small coffee-producing industry of its own. Its senators introduced a bill 
to provide the same types of price support now enjoyed by the so-called basic 
commodities in the United States. This was the first time that coffee had ever 
been considered in United States domestic agricultural policies, and some Latin 
American interests maintained that if a demonstration of goodwill was to be 
made, it should certainly include their coffee growers as well as those of Hawaii. 

Salera points out that the W ashin gton Post editorial brings out many oft
repeated and debated questions about price stabilization schemes; export and pro
duction quotas and their effects on efficient and less-efficient producers; the effect 
of higher prices on consumption and the burden they place on North America; 
and finally, the fate of marginal producers who would no doubt seek further aid 
from the United States in the interests, of course, of political solidarity. 

The Position of African Robusta Coffees 

Foreign exchange earnings from coffee by Latin American producing coun
tries had shown considerable stability between 1958 and 1960, and prices achieved 
"a high over-all degree of stability" during 1960 and 1961, but developments in 
the prices of African Robustas were less favorable. Prices of Robustas began to 
decline sharply in mid-1959, the first year that African producers showed an in
terest in the principle of regulated marketing as exemplified in the International 
Coffee Agreement. Prices continued to decline in the first seven months of 1960, 
recovered in the July-November period, and then resumed their decline. 

Representatives of 12 African producing countries met in Paris in September 
and October 1960, and in Madagascar in December, and agreed to set up an 
Inter-African Coffee Organization, to include all African and Asian producers. 
Apparently this was a defensive move to counter the Latin American-dominated 
International Coffee Agreement, which seemed to be functioning fairly well on 
the price front, at least for the time being. 

Representatives of the African producers met again in Paris in January 1961 
and recommended that members1G adopt concerted and positive measures to de
fend coffee prices. In addition, the African group intended to study problems 
common to all producers, such as production control, establishment of packing 
standards, and regulation of international marketings with particular reference 
to the International Coffee Agreement. 

The immediate objective of the Inter-African Coffee Organization was to pro
mote greater price stability for Robusta coffees, but producers were also faced 
with the over-production problem, even though to a far lesser extent than some 
Latin American countries. African output was expected to continue to rise, espe
cially in the Ivory Coast and in Uganda. 

In contrast to Latin America, especially Brazil, where labor costs are now 
higher than before the war, and more alternative uses exist for the resources at 
present employed in growing coffee (6, p. 30): 

The position in Africa is different; there are little or no alternative 
profitable uses for the labor employed in coffee cultivation, so that the 
price would have to fall drastically before production was seriously affected. 

1G Cameroon, Central African Republic, Congo (Brazzaville), Gabon, Ivory Coast, Kenya, Mada
gascar, Tanganyika, Uganda, and Portugal. 
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Since African production is now much more important than it was before 
the war, this insensitivity to price changes may well have offset in a large 
measure any increased sensitivity in Latin America. 

Furthermore, the smallholder is of growing importance in African coffee pro
duction, making for less flexibility in any necessary adjustments of output. High 
coffee prices in the earlier 1950's and energetic government support and encour
agement to growers, plus a rapidly growing demand for Robustas for soluble cof
fees, all have contributed to this development (25, pp. 87-89). Proportionately, 
African output increased impressively in the 1950's, but in absolute terms the 
expansion of production in Latin America was much greater. (See Charts 2 and 
3.) Official encouragement of the industry in Africa has tapered off and is no 
longer the stimulus it was only a few years ago, but with many new growers and 
higher-yielding trees on expanded acreage, it is only a matter of time before coffee 
problems assume greater importance and the need for organization of various 
phases of the industry is more keenly felt. 

The Inter-African Coffee Organization held its first annual assembly in Kam
pala in December 1961, reaffirmed original policies on prices, and considered the 
addition of other African producing countries which had indicated a willingness 
to join the Organization. It met again in Paris in February 1962 to consider the 
draft for a long-term International Coffee Agreement. Meanwhile Robusta prices 
strengthened, partly as the result of unfavorable weather, but also because several 
of the African coffee boards increased buying prices to growers in anticipation of 
a short crop. 

OBSTACLES TO EFFECTIVE INTERNATIONAL COFFEE CONTROL 

The United Nations Coffee Conference, begun July 9, 1962, concluded on 
August 25 with a preliminary agreement "designed to increase the purchasing 
power of coffee-producing nations by maintaining level prices and increasing 
consumption." More than 350 delegates and observers from 71 countries and 
organizations attended; some went on record immediately as not supporting the 
Agreement, others had reservations. By September 28, 24 countries had signed 
the Agreement; others were needed and had until November 30 to come in. At 
the time of the deadline 54 governments had indicated their intention to co
operate, but actual signing did not occur until mid-1963 when the Agreement 
finally went into effect. Meanwhile, the 1961-62 one-year pact was extended, 

Of the 20 chapters in the draft for a long-term international coffee agreement 
leading up to the present Agreement, many were the conventional ones found 
in most agreements: on objectives, definitions, organization and administration, 
budgets, membership, voting, elections, withdrawals and termination, amend
ments, and so forth. Only a few were crucial and figured prominently in the 
discussions and negotiations that led to the present International Coffee Agree
ment. Among the more important provisions were those pertaining to partici
pation of consuming countries/ 6 fixing of export quotas and prices, production 
control and stock regulation, and administration and enforcement. 

10 Reaffirmation of a change in the United States attitude toward international commodity agree
ments became evident at Punta del Este, Consuming countries generally were still opposed to the 
price-raising schemes of producing countries. 
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CHART 2 
Data from 6, p. 47. 

Participation of Consuming Countries 

Although the problem of reconciling divergent producer and consumer inter
ests is nearly insuperable, the participation of consuming countries in commodity 
control schemes is obviously desirable. Participation, however, may amount to 
little more than an advisory function or it may be part of the administrative ma
chinery designed to make an agreement effective. Consuming countries quite 
naturally tend to avoid arrangements that are essentially plans for sustaining or 
raising prices; their prime economic interest is in keeping prices low. Of the five 
international commodity agreements now operative, the sugar, wheat, and olive 
oil arrangements embody some form of representation for importers. 

The United States negotiator for the finally accepted International Coffee 
Agreement pointed out that one of the key features of the pact was that import
ing countries would bring their moral support and administrative machinery to 
bear (26, p. 220). The draft agreement devoted one paragraph to the special obli
gations of importing members (14, p. 16): "To prevent non-member countries 
from increasing their exports at the expense of the members, each importing 
member shall limit its total annual imports from non-member countries, as a 
group, to a quantity not in excess of its imports from such group during anyone 
of the coffee years (1958-59, 1959-60, and 1960-61)." This provision, if realized, 
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together with the provisions on price control, would certainly be a help in mak
ing international collaboration work. But there was no reference to enforcement 
in the draft, and the final agreement provided only that an importing member 
which failed to comply would, by a two-thirds majority vote, be deprived of vot
ing rights (27, p. 29). 

Another hope expressed in the chapter on production controls was that import
ing members would co-operate in plans to limit production and diversify the agri
cultural economies of exporting members (14, p. 22). The various articles of the 
preliminary draft bearing on these subjects were vague, and in the final draft the 
penalty (again by a two-thirds vote) was to disallow any quota increases for the 
offending member (27, p. 33). 

Fixing of Export Quotas and Prices 

Whatever the extent of participation by coffee-consuming countries in the 
long-term agreement, the basic instrument of control envisaged was the export 
quota, backed up by price provisions which it was hoped would be "the principal 
means for ensuring success of the quota system." These matters, outlined in the 
draft and in annexes (14, pp. 6-15, 25-32), were highly tentative or "to be decided 
upon," and prolonged and tedious negotiations about them were expected. 
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Penalties for countries which exceeded their export quotas were set forth in 
the draft; the quotas were to be "realistically set," the aggregate of yearly quotas 
to equal the estimated aggregate world imports during a three-year period. The 
setting of export quotas was a major stumbling block. The Brazilians wanted a 
two-year base period, the Africans a four-year base because of recent small crops. 
After the Brazilians had walked out, the United States made new proposals in 
order to save the Conference. Eventually the African producers secured flexibility 
in the revision of quotas for various types of coffee. One of the stated principles 
read: "There shall be no participation without some equivalent sacrifice (or 
effort) by each country, including some retention of the current level of export
able production, taking into account the pronounced cyclical variations in the 
production of certain countries" (14, p. 6). If ever a door was left wide open for 
differences of interpretation, conflict, maneuvering among participants, and 
temptation to go it alone, this was done in the above passages from the draft 
agreement. All of the discussion about periodic reviews and adjustments in ex
port quotas and price-minimums and objectives passed lightly over the difficul
ties of short-term forecasting and analysis, which are especially vulnerable to un
expected events. 

One of the stated objectives of the agreement was "to assist in increasing the 
purchasing power of coffee-exporting countries by keeping prices at remunerative 
(fair) levels ... " The bracketed alternative "fair" in the draft opened a wide 
field for discussion. In the final draft "equitable prices" was the phrase used. In 
the face of mounting coffee surpluses, a downward pressure on prices existed that 
might lead to more being sold; but producers apparently did not expect a new 
agreement to fix lower prices. In fact, "keeping prices at remunerative (fair) 
levels" could mean only one thing: raising them so long as a case could be made 
on the basis of deteriorating terms of trade.17 In the final agreement a specific 
price objective was that the agreement should prevent prices from falling below 
the general level of 1962. "If the agreement works well, coffee prices should firm 
up ... " (26, p. 221). 

Press releases in the latter part of August before the coffee conference was 
adjourned predicted that "Retail Costs Probably Won't Rise ... " (Wall Street 
Journal, August 17, 1962), but W. Michael Blumenthal, Deputy Assistant Secre
tary of State for Economic Affairs, when interviewed in San Francisco a day 
later, inspired the headline "World Coffee Deal May Raise Price" (San Francisco 
Chronicle, August 18,1962). In the article he was in fact quoted as saying it was 
highly unlikely that "retail prices will go up in the near future. Over two or three 
years, they might go up a few cents." In early October coffee prices were cut 
sharply, as much as 12 cents a pound at retail, following the lead of General Foods 
on its Maxwell House and other brands of ground coffee (San Francisco Chron
icle, October 10, 1962). 

17 Proponents of this thesis find leadership in Dr. Raul Prebisch, executive ,ecrctary of the U. N. 
Economic Commission for Latin America (prominently involved in the Alliance for Progress pro
gram) who has been preaching for over a decade that the deterioration of terms of trade in primary 
producing countries is the fault of the industrial countries, especially the United States. Prebisch's 
highly controversial doctrine, first published in May 1950, was reproduced (28, pp. 1-22) in 1962, 
because of its "great interest." Salera (24, pp, 55-58) argues effectively with it, pointing out what 
he considers two basic flaws in the doctrine. 
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There could be no objection, even from consuming countries, to checking fur
ther coffee price declines and stabilizing prices at or near recent levels, but it was 
doubtful that effective means of realizing other hopes by way of international 
collaboration in the world coffee market would emerge from any agreement. 
Alternative solutions to the coffee problem have been given increasing attention, 
but they are either mainly of a long-term nature, not popular in producing coun
tries; or they involve some form of subsidization, not popular in importing and 
consuming countries. 

Aside from the political and diplomatic difficulties of negotiation and the 
complex problems of administering a potentially useful international agreement, 
it should be borne in mind that primary producers instigating control or "stabili
zation" schemes have an overriding interest in securing a higher-than-world mar
ket price for their product. Coffee producers have not been at all shy in what 
importing countries term "rigging the market." The limited success of national 
controls, when Brazil was by far the dominant factor in the world coffee situa
tion, makes many producing interests still refuse to face the terrific long-term cost 
of such exploitative business methods. 

The chapter on prices (14, pp. 25-32) in the draft agreement described the 
"general undertaking" in alternative ways, but sought to pledge exporting coun
tries not to resort to any commercial policy or trading practice that might impair 
the general structure of coffee prices in international markets. It also sought to 
establish minimum prices for such types, grades, and qualities as the Council 
"deems practicable"; or alternatively, to establish price targets deemed "both de
sirable and practicable." A number of factors were to be taken into consideration 
in setting such prices, and penalties were proposed for failure to take necessary 
measures or to implement them properly. Regional or inter-regional price ar
rangements were to be permitted if they were in harmony with the objectives 
of the International Coffee Agreement and were approved by the Council. These 
provisions were in the accepted draft (27, pp. 26-27). 

Quality differentiation in price schedules was designed to prevent fluctuations 
in the price of a particular type of coffee produced in one area from disrupting 
the price of another type produced in another area. There is a long history of 
fluctuating premiums normally enjoyed by Milds (e.g., Colombian Manizales) 
over Brazilian growths (such as Santos 4's). When the Mild premium is reduced 
or disappears, buyers tend to purchase the better quality in preference to Brazilian. 
A similar situation has developed since the war with regard to Robusta coffees 
produced in Africa (29, p. 23) : 

A typical can of regular coffee might be a blend of 50 per cent Brazilian 
beans, 45 per cent Central American and Colombian beans, but only 5 per 
cent of the cheaper African beans. Producers of instant coffee, however, 
thanks to the strenuous workout the beans get in the process, can blend up 
to 20 per cent or so of African beans without getting excessively anxious 
about quality ... By some estimates General Foods spends something 
more than $8.00 for the beans needed to make a case of regular roasted 
Maxwell House that fetches $15.48 from a retailer. By the estimates, it 
spends less than $6.00 for the beans to produce a case of 2-ounce jars of 
Instant Maxwell House that gets $17.90 ... General Foods claims to take 
"one-sixth of all the coffee traded in the world." 
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Thus, differences among coffees and their markets are multiplying at the same 
time that the number of suppliers, actual or potential, is increasing. 

The problem of price differentiation among various types, grades, and quali
ties is essentially an internal one for the World Coffee Organization; importers 
presumably would still have freedom of choice. The Council was to adjust an
nual, quarterly, or monthly coffee quotas by various formulas in order to imple
ment and maintain the differentials agreed upon by exporters. This in itself is 
not likely to be easy, although importers, more interested in the general level of 
coffee prices, are not likely to complicate matters, since they should be able to 
secure desired growths not priced out of line. If adjustment of export quotas does 
not produce satisfactory results, the Council will consider revising the minimum 
price schedule. 

Control of Production and Regulation of Stocks 

Although the equitable allocation of export quotas is one of the major prob
lems of the control scheme, the provisions for basic adjustments in production 
were notably weak. The chapter on production controls in the Draft (14, pp. 21-
22) invited producing countries to adjust production "insofar as possible during 
the term of the Agreement," and said "the Council shall recommend production 
goals," but "governments of the producing members shall be entirely responsible 
for the policies and procedures they may apply to achieve these objectives." The 
final, accepted draft does not strengthen this provision (26, p. 33). 

With export quotas to be set "realistically" in harmony with import require
ments, and the scaling down of production left more or less to the voluntary 
efforts of producers, the matter of stocks and their disposition would seem to have 
unusual importance. The draft agreement faced the problem in this way: in 
consultation with the governments of producing countries the Council will rec
ommend "a level of world stocks of coffee and levels of stocks within producing 
countries" and responsibility for maintaining such stock levels will "rest entirely 
with each producing member concerned" (14, p. 23). 

The governments of producing countries would show their goodwill by sub
mitting written reports on the measures taken and results obtained in regulating 
coffee stocks. If the Council were pleased with these reports and satisfied that the 
producing country involved was making "notable progress" it would "be entitled 
to special consideration as regards quota adjustments and as regards priorities for 
financial assistance from the International Coffee Fund" (14, p. 24). The final 
agreement was essentially the same (26, p. 34). 

Administration and Enforcement 

The chapters of the draft agreement on organization and administration (14, 
pp. 45-50) and enforcement (14, pp. 37-40) were mostly the conventional ones. 
"The Organization" refers to the International Coffee Organization, "The Coun
cil" to the International Coffee Council, the highest authority of the Organiza
tion, composed of all members, and "The Board" to the Executive Board-all pro
vided for in a chapter about structure, elections, meetings, voting, quorums, and 
so on, written into the final agreement. 

The chapter on enforcement in the accepted draft raises interesting questions, 



INTERNATIONAL COLLABORATION IN THE COFFEE MARKET 301 

for this is a vital area of breakdown for past international commodity agreements. 
The problem of enforcement was already in evidence in the year-to-year tempo
rary agreements, which have seen their share of violations of the spirit of these 
pacts.18 Enforcement provisions of the Agreement consist mostly of penalties in 
the form of reduced future export quotas (27, p. 22). 

CONCLUSION 

During the past few years, political pressures of many and varied types upon 
the United States have grown to the point where political expediency is apt to be 
a more important determinant of international economic relationships than is 
sound economic policy. Coffee is a prime example. This commodity, with a long 
record of troubles and interventions in its behalf, is of prime importance because 
of its relationship to broader assistance and development programs. 

Consummation of the first long-term, truly international coffee agreement, 
including both producing and consuming countries, has been described by United 
States officials as a "minor miracle" (26, p. 221); they have also said, "if narrow 
economic interests were the only guide to American public policy, we would have 
no interest in participating in this accord" (30, p. 291). It was essentially an un
derstanding between the world's largest coffee producer, Brazil, and the world's 
largest coffee consumer, the United States, that made the agreement possible. To 
most disinterested students the agreement was economically indefensible, but was 
considered politically necessary by officials in key producing and consuming coun
tries. Despite the poor record of commodity agreements of the type now in effect 
for coffee, the contracting parties were unable to resolve major issues which time 
will surely bring to the fore. One of these is of course the important matter of 
enforcement, not only in specific technical details, but in the spirit necessary for 
accomplishing the broad objectives of the coffee pact. The record of compliance 
under the year-to-year coffee agreements is not impressive. 

The ink was hardly dry on the document bringing a new long-term agree
ment into effect when it became apparent that there was essentially no change 
in spirit. Brazil, holder of the largest surpluses, proposed a bonus or a discount 
price for roasters in the United States who sold 100 per cent Brazilian brands. 
Other coffee-producing countries feared that such a scheme would touch off a 
price war, upsetting the price stabilization goals of the new International Coffee 
Agreement (31). All "Brazilian" brands have traditionally been low-priced, and 
even "fighting," brands in competition. It was not long before Brazil was warned 
that the proposed "kickback" promotional campaign would wreck the Agreement 
and prevent its ratification by the United States Senate (32). Brazil backed down 
and the Agreement was made effective by United States ratification. 

One of the less controversial features of the Agreement was the objective of 
increasing world coffee consumption. For years the Pan-American Coffee Bu
reau, financed by Latin American coffee-producing countries, has found a major 

18 For example, Ivory Coast producers entered into "special deals" highly distasteful to other 
members; and Nicaragua chose to ignore the Agreement because of dissatisfaction with its export 
quota. More such abuses may be expected: the newer African producers strenuously oppose curtail
ment of prouuction and exports; thus far, probably as an inducement to co-operate, they have been 
treated generously and have made little, if any, sacrifice in their increasingly strengthened position in 
the world coffee market. 
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justification for its existence in the promotion of coffee consumption in the United 
States and Europe. 'o The objective of increasing consumption, especially in the 
face of mounting surpluses, has been a long-term goal, and has generally inspired 
little argument except about the cost of promotional campaigns. The Bureau has 
sponsored advertising campaigns, has tried to teach housewives, as well as insti
tutions, how to prepare a decent cup of coffee, and has endeavored to add a bit 
of romance to the coffee-drinking habit, prestige to its service, and glamour as 
an extra. 

All such promotional efforts were, of course, designed to encourage greater 
use of coffee, more pounds, greater sales, increased profits for growers, and se
curity for the industry. The same thoughts were incorporated in the International 
Coffee Agreement, yet soon after it was agreed upon there seemed to be some kind 
of conspiracy to undo all that the Coffee Bureau had been trying to do for years. 

The long-term campaign for generous use of ground coffee beans in brewing 
was not helped by a prominent roaster in the duty-free United States market who 
advertised heavily that his coffee was so good that it could be reheated, apparently 
more than once. Simultaneously, a leading West Coast newspaper ran a series of 
four articles describing "A Public Disgrace" in San Francisco restaurants,20 i.e., 
"the terrible coffee" (33). Roasters and distributors apparently did not have the 
co-operative spirit that would contribute toward the reduction and eventual elimi
nation of embarrassing surpluses. 

High customs duties and excise taxes imposed on coffee in the European mar
ket have long restrained coffee consumption. The International Coffee Agree
ment recognized this important obstacle but did little to overcome it. It hoped 
that members would make studies and "investigate ways and means by which 
the obstacles to increased trade and consumption ... could be progressively re
duced and eventually, whenever possible, eliminated, or by which their effects 
could be substantially diminished ... " (27, p. 31). 

The FAO has estimated that " ... complete abolition of taxes and duties on 
coffee might induce an 11 per cent increase in imports by 1970, mainly in the 
European Economic Community. If prices and the composition of imports were 
to remain unchanged, this would represent a gain of over $100 million in the 
exchange earnings of the coffee exporting countries" (34, pp. 9-10). 

When coffee-producing countries are trying to diversify their economies, mea
sures that would encourage consumption to this extent would be most welcome. 
Machinery needed for industrialization is difficult to come by when purchase de
pends chiefly upon the sale of a single primary commodity in world markets. 
Diversification away from one-crop economies has not been notably successful 
except in a handful of larger, more developed countries. Recently it was an
nounced that Brazil had eradicated 207,798,000 coffee trees, or 592,474 acres, one-

19 Typical of the Coffee Bureau's promotional efforts is free mailing of the CotJee Newsletter, 
slight but often interesting. In one recent issue it commented on turn-of-the-century advice from 
cookbooks of the time: "Never, never, never under any circumstances Use the same coffee twice, or 
add fresh coffee to the remnant in the pot, if by chance there should be any left. Trim over last year's 
hat, if you must, and buy no books for a year except this one, but do have the daily coffee rightl" 
and adds, "Her good advice is still much to the point." 

20 The Chronicle may have thought that it was encouraging increased consumption of coffee beans 
by restaurateurs. In fact, its campaign was more likely to discourage the purchase of coffee in San 
Francisco restaurants. 
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half in the state of Sao Paulo and one-fourth in the state of Minas Geraes, with 
corn, pasture, and rice being substituted for the removed coffee orchards (35, 
p. 13). Plans are reported to call for the removal of two billion older and un
economic trees out of a total of nearly four billion now in Brazil. 

A recent F AO report views prospects for coffee in a more favorable light than 
formerly. It sees in poor harvests, the downward swing in the two-year tree
growing cycle in Sao Paulo, the international agreement, and continued demand 
in the principal markets, a less critical surplus situation than existed twenty-five 
years ago (36, p. 2). It also credited the stockholding policies of Brazil and Co
lombia for the success of recent export quota schemes. Nevertheless, a basic prob
lem remains, well stated in a Wall Street lournal editorial (37): 

... whatever effect export curbs have on world market prices, they 
won't do anything to dispose of past or future surplus production ... 
when the Latins have capital to invest, they often invest it in Europe or 
elsewhere instead of trying to aid their own economies. So these economies 
stay in a one-crop rut, with little hope of any sound progress. An attempt 
to "stabilize" commodity prices would probably be a further deterrent to 
economic diversification. 

In this situation, the world coffee pact is a dishonest device. While the 
agreement creates the impression that it will somehow make everything 
come out all right, in reality it will only keep the Latin people on their eco
nomic treadmill. Surely this is a strange sort of stability for the U. S. to be 
seeking. 

The new International Coffee Agreement has aroused great hopes, but strong 
political pressures have made it possible, and there is scant reason to believe that 
economic influences and human nature will not continue to be the chief factors 
in this type of commodity agreement in the long run. Past experience with such 
arrangements is not encouraging, and those who believe that "this time will be 
different" must bear the burden of proof. 
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