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COFFEE -rLantaTioN AND MARKET

- A SRI LANKAN AND
INTRODUCTION

General Characeristics of Coffee
Production and Trade

Coffee was ‘King’ over a cen:
tury ago till the blight wiped it oul
and made way for Tea which
dominated Sri Lanka’s economy
ever since. But over the.past few
ycars coffee has emerged as one of
Sri Lanka’s important Traditional
cxport crops. From exports of
only 132,100 kgs in 1973 coffee
exports registered . sustained in-
creases over the next ten years to
reach a record 3,124,400 kgs by
1983. The acreage under coffec
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INTERNATIONAL

has also shown consistent cxpan-
sion and is estimated to bec well
over 30,000 acres today. The
latest International Coffce Agrece-
ment which came into force in
October 1983 has defined quotas
for producer countries, including
SRi Lanka, containing the un-
mitigated expansion of coffec acre-
age for exports. The larger tradi-
tional produces and exporiers
would feel the effects of such
restrictions before new newcomers

PERSPECTIVE.

such as Sri Lanka are affected. The
country inclusion in the ICA
has helped Sri Lanka not merely
to siep up its exports but also
gain better prices. This brighter
outlook has resulted in more
producers taking to coffee culti-
vation crops for added incomes in
the export crop sector. This Special
Report compiled by T.B. Karuna-
ratne looks at the situation both
locally and internationally.

In the world coffee trade
there are two major varieties or
species which dominate the market:
namely Arabica and Robusta, (Box
1) The Arabica species is cultivated
mostly in Latin America with
Brazil ranking first among all
coffee  producing countries. Col-
ombia ranks second in world
production,

Robustas are grown principally
in Africa. (Sce Box 2) Ivory Coast
is the major producer, followed by
Uganda. The coffee supplied by
other countries are called milds.
About 30 percent of the world’s
total coffec consumption is com-
posed of Arabica species. in .ic
international trade coffees are iden-
tified not only by the country
from which they are exported but
also by the districts where they are
grown and by ports through which
they are shipped.

The principal coffee producing
and cxporting countries in the
world are Brazil, Colombia, Ivory
Coast, Angola, Uganda, El Salvader,
Mcxico, Ethiopia, Gautamala, Indo-
nesia, Philippines, Papue-New
Guinea, Zaire, Cameroon, Costa
Rica, Kecnya, Malagasey, Peru,
Tanzania, India and Ecuador.
Annual supplics of these countries
arc more than 500,000 bags of
green coffce cach.

In the world coifee market,
the trade takes place in the form of
green coffee: roasted coffee;
ground coffee; and soluble instant
coffee. The primary expoft trade
is in the form of green coffee,
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which is graded and tested by
buyers representing the larger im-
porters in principal consumer coun-
tries. The practice of grading coffee
gives sellers and buyers a guarantee
concerning the origin, nature and
quality of the product, which also
facilitates their trade negotiations.
Once the green coffee arrives in
the importing country it is roasted.
A large part of the coffee is ground
or milled by manufacturers imme-
diately after roasting and then
packed and distributed to consu-
mers through the recognized mar-
ket and distribution network. Most
of the roasters blend different
types of coffee. There are about
eight shades in roasting. Effective
packing prevents air from reaching
the coffee. Ground coffee alters
rapidly and loses its aromatic
qualities if it is not put into herme-
tically sealed containers immdeiate-
ly.

' Different types of coffee seem
to have one or several characteris-
tics which the blenders and cus-
tomers prefer to have when they
make their choice. Some such
characteristics found in different
varieties of coffee are as follows:

is from Ist October in any year to
30th September in the following
year. This acceptance is based on
the seasonal pattern of supply of
coffee to the market. Observations
on the supply position of Sri Lanka
for the last few years also tally
to a large extent with this time
period. As shown in the graph
below and table 1 our cyclical
upswing of the coffee year occurs

around October each year. Except
for very special circumstances this
season has not altered.

September is usually the
month of minimum_exports. After
October there is a steep rise in
exports till it reaches a climax
during December. After December
exports start to fall and this period
extends from February to April. In
the months of May and July a

VARIETY
a) Brazilian santoz coffee
b) Brazilian rios
c) Brazilian Minas
d) Brazilian Paranas
e) Mexicaqs
f) Gautiamal i.e. Cobans and
Antiguas

g) Costarica high attitude

Trade Year of Coffee

According to the interna-
tional sources the accepted coffee
year (in contrast to calender year)
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POPULAR FEATURES

sweet, clear flavour

pungent flavour and aroma
sweet, clear flavour

good flavour sweet

mellow, rich in body of fine
acidity

aromatic cup, fine blenders

rich in body, fine mild flavour, -
superior blender

h) Washed cubans; Santo Domingo,
Haity and Jamica
i) Robusta

high cup quality

very good as soluble coffee
blend




small improvement could be seen.
l:xports during April, Junc, August
and Scptember arc relatively low.
The coffece year 1983/84 (October
1983 to June 1984 period) seems
to have been a peculiar year com-
parcd to the normal cylical pattern.
The pattern has changed and could
be called a “Three peak year”
which is unusual.

The exports of coffee during
1983 upto the months of Septem-
ner had amounted to 694399 kilos.
This is an unprecedented feature.
When exports of the earlier years is
the peak which ought to have oc-
cured in December had not taken
place.

Again a small upturn had
occured in Fcbruary 1984.follow-
ing a fall in January exports. The
other peak was recorded in May
1984 and such a rise in volume of
exports in this month seems to be
unprecedented.

The best year of coffee export
in rccent history seems to be
coffec ycar 1983/84. The highest
volume of exports during a single
boom  period had taken place
during the coffee year 1981/82.
On the other hand the coffee year
1980/81 had been the worst year
and exports throughout the year
had fluctuated at very low levels.

Production and Export of Coffee

The following table shows the
world production and export of
coffee:

The table 3 shows that be-
tween 65 percent and 75 percent of
the world coffee production has
been offered to the world market
for trade. The rest has been con-
sumed in the producing countries.
The tables 3 and 4 show that the
Arabica type of coffee has domina-
ted both world production and

exports. Its production significance
had ‘been even increased in the lat-
ter 'years. For instahce Arabicas
had made 76.4 percent of world
production of coffee in the coffee
year 1979/80 and its significance
had increased oto 80 percent in
1981/82. Regarding exports Arab-
icas had ranged betwcen 73 percent
and 78 percent of total exports.
According to the same tables
Colombia and Brazil together hed
formed 43.3: 42.3: 489 percent
of total world coffee production
during 1979/80 ta 1981/82 res-
pectively, while exports for the
same three years from these two
countries rcached levels of 41.0,
459 and 45.1 percent among
world exports.
Intetnational Market Mechanism
in Coffee

In moving green coffee from
plantations in producing to con-
suming countries -the -transcations

Table 1

MONTHLY EXPORTS OF COFFEE FROM SRI LANKA

1979 1980 1981 1982 1983 1984

Quan.  Value Quan, ‘Value Quan.  Value  Quan.  Value  Quan.  Value  Quan.  Vahue

Kg000 RsM.Rs000 RsM. Kg000 RsM.  Kg000 RsM.  Kg000 RsM.  Kg000 RsM.
January  280.0 9.1 1522 68 106.0 4.2 5166  17.2 5218 229 3698  22.2
February 200.1 6.1 956 42 104.0 33 4879 179 2086 137 404.1 308
March  166.0 53 1060 47 50.6 15 248.0 9.0 176.0 8.4 1900 117
April 2121 7;1 91.2 4.2 79.0 24 101.1 36 54.0 2.6 !245.0 148
May 133.4 46 1702 8.1 30.0 1.0 148.0 5.5 76.0 3.7 5326 329
June 335.5 14.6 123.2 5.8 9.0 0.3 116.2 48 37.5 1.8 1209 7.8
July' 173.8 5.0 25.2 1.2 5.0 0.2 50.1 1.5 95.3 5.0 265.9 174‘0
August 140.5 59 11.0 0.5 50.0 1.6 25.0 1.0 446 2.7 120.1 7.8
Septamber 62.9 3.1 35.0 0.9 59.0 24 694.3 38.2 3350 213
October * 176.6 8.7 0.5 261.2 7.7 210.1 i 4 95.1 5.1 258.0 16.4
Noverﬁber 321.0 15.0 30.0 1.0 502.4 15.5 425.2 16.7 437.1 245
December 360.9 168 1045 3.4 8051 263 5332 226 6941  35.1

Source : Central Bank Monthly Bulletin
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pass through the same trade chan-
nels as in other foreign grown
food products. In general coffee
| goes from planter to trader in the
market centre; then to the expor-
ter and through him to an importer
in the consumer country. From
| importer directly or through an
agent the consignment passes to a
roaster, The roaster brings it to

ECONOMIC REVIEW FEB/MARCH'85

the final prucessed position suitable
for direct consumption.

The principal world green
coffee exchange markets are in
New York, Le Harve, Hamburg,
London and Antwerp.

Coffee has both a spot market
and a future market. In the soot
market actual coffee is transacted
in street store and warehouse

sales, In the future market no
actual commodity {-ansactions
take place. This is a process of
sale of forward contracts to de-
liver a certain amount of coffee
at a future date. The coffee may
be still unripe on trees in the
growing countries or be in the
custody of stock holders in export

countrie or in mid sea on a ship.
7




Table 2

AREA UNDER COFFEE CULTIVATION IN SRI LANKA 1983

District Existintg Total
Planiations

Colombo
Gampaha 873
Kalutara 87
Galle 300
Matara 255
Puttalam 40
Kurunegala 1,115
Kegalle 2,054
Ratnapura 267
Kandy 1,640
Matale 890
Nuwsara Eliya 2,520
Badulla 750
Monaragala 264
Hambantota
Anuradhapura -1

Total 11,055

(HECTARES)
Under New
Estates Plantations
40
23
30
- 07
9.6 13
2001 . 10
129 10
105
31.1 90
478.1 340
136.1 200
28 100
100
100
127
14
1,465

Source : Agriculture Ministry Implementation Programme

Behaviour of the farmer is largely
determined on the conditions of
the latter and are subjected to
high speculation.

The principal groups in the
roasted . coffee trade are whole-
sale roasters and packers. They
include specialy firms, wholesale
grocers, chain grocers, supermarkets
etc. Some wholesale and chain
grocers import coffec direct and

among them some have their
buying organization or agents in
producing countries. The . retail

coffee distribution in developed
consuming countries is done throu-
gh chain grocers, delivery route
dealers, independent retail grocers,
department stores and retail coffee
stores. Some retailers, . particular

8

the chains, feature their own brands
and do their own roasting, other
dealers have their own brands
roasted and packed for them by
trade roasters in addition to selling

Market Mechanism in Sri Lanka

Coffee grown in plantations -

which is a comperatively small
proportion of the coffee traded,
as seen elsewhere in this study is
transacted through Colombo auc-
tions. The bulk of coffee is sold
outside the auctions and passes
through four to six intermediaries
before it comes to the exporter.
They are private and small collec-
tors, the village pola which helps
to make it available to the town
trader and the town trader who
sells it to wholesaler who in turn
brings the product, finally to the
exporter. It should be noted that

a certain proportion of

coffee grown in plantations is also

channelled to the exporter through
town traders or wholesalers.

International Trade and Regulative

Practices
The international coffee agree-

ment which was signed in 1968 had

the following broad objectives in

establishing an orderly trade and a

non-prevocative price stability

1) Furthering international co-
operation between coffee ex-
porting and coffee importing
countries providing stabilized
prices to consumers and a
guaranteed market for coffee
at remunerative prices to pro-
ducers.

2) The achievement of economic
diversification and  develop-
ment in coffee producing coun-
tries.

3) Improvement of political and
economic relations and promo-
ting co-operation between pro-
ducers and consumets of cof-

their own brands. fee.
Table 3
Comparison of World Production and Exports of Coffee
(Metric Tous)
Coffee Year Production Exports Difference Difference as a % of
Production
1979/80 4,806,120 3678420 1,127,700 235
1980/81 4,812,000 3,747,720 1,064,280 22.1
1981/82 5,701,080 3,729,780 1,971,300 346

Source : UN Commodity year book
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4) Promotion of the consumption
of coffee

5) Establishment of a reasonable
balance between demand and
supply and avoidance of exces-
sive fluctuation in prices for
coffee.

By 1978 the agreement was
further extended and virtuallv all
the coffee exporting countries of
the world and a fairly high propor-
tion of importing countries acceded
to the agreement.

A tota] of 67 governments
became members of the agreement,
among them being 43 coffee ex-
porting countries and 24 importing
countries, The exporting countries
who were participants accounted
for about 99 percent of the world
production of coffee, while the
importing member countries ac-
counted for about 90 percent of
the global consumption, The inter-
national coffee agreement of 1968
was based on a system of flexibl
export quotas which were fixed
at the beginning of each crop year
and adjusted whenever prices
moved out of a pre-established
range. The effectiveness of such
a system depended largely on the
willingness of the participants to
abide by its rules because the
burden of carrying stocks that had
resulted from limitation of ex-
ports had to be borne by the indi-
vidual producing countries, Such a
system could not function smooth-
ly when only the producing coun-
tries backed it. Under this agree-
ment a modest success could be
achieved when consumer countries
joined with producer countries to
moniter the export and import
trade system, But this team effort
broke down when they refused to
agree to a revision of price ranges
which was suggested with a view to
coping with the world inflation and
fluctuation’in exchange rates.

According to the article 29 of
the agreement (as extended in
1983) the world coffee market has
been divided into member quota
and non-menber non-quota mar-
kets.
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Table 4
World Production of Coffee (Metric Tons)
19 79/80 % 1980/81 % 1981/82 %
Total Total Total
ARABICAS
Colombia 762,000 15.9 744,000 155 840,000 14.7
Brazil 1,320,000 27.5 1,290,000 26.8 1,850,000 34.2
Other
Countries 1,590,240 33.1 1,601,400 33.3 1,774 200 311
Sub Total 3,672,240 76.4 3,675,400 75.6 4,564,200 80.0
ROBUSTAS
Indonesia 301,440 6.3 314,340 6.5 300.720 5.4
Ivory Coast 244,980 5.1 249,960 5.2 312,000 55
Uganda 132,000 28 450,000 3.1 150,000 26
Other
Countries 398,040 8.4 394,200 8.2 365,160 6.4
Sub Total 1,076,460 226 1,108,320 23.0 1,136,080 19.9
World Total 4,806,120 100.0 4,812,000 100.0 5,701,080 100.0
Source : UN Commodity year book
Table 5
World Exports of Coftee
(Metric Tons
1978/80 % 1980/81 % 1981/82 %
ARABICAS Totsl Total Total
Colombia 606,000 16.5 692,520 185 630,000 16.9
Brazil 900,000 245 990,000 26.4 1,050,000 28.3
Other
Countries 1,189,740 325 1,239,000 33.1 1,170,960 31.4
Sub Total 2,695,740 73.3 2,921,520 70.0 2,850,960 76.5
ROBUSTAS
Indonesia 238,440 6.5 292,280 6.5 209,400 5.6
Ivory Coast 234,960 6.4 240,360 6.4 240,000 6.4
Uganda 133,800 3.6 155,400 4.2 108,000 3.0
Other
Countries 342,780 9.3 353,040 94 321,420 8.4
Sub Total 949,980 25.8 991,080 265 878,820 2356
Total 3,678,420 3,747,720 3,729,780

Source : UN Commodity year book
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Member country export and
import trade is governed by global
quotas which are apportioned a
mong members., Each marketing
member country is entitled tc
given a basic quota. The quotas
under the 1983 agreement are
effective for two years from Ist
October 1984 and before the com-
pletion of the validity period the
coffee council has reserved the
right to set the basic quotas for
the remainder of the life of the
agreement, A basic quota country
is always a major exporter country
which has the potential of export-
ing more than 100,000 bags of
coffee weighing 60 kilos each per

year. (See table 13).
Some of the exporting mem-

bers are exempt from basic quotas.
They are small exporters exporting
less than 100,000 bags per year.
These countries, excluding Burundi
and Rwanda, are given an export
quota corresponding to 4.2 percent
of the global annual quota set by
the council under the provisions of
article 31(table 9). After the basic
quotas are decided and divided
among nations the quota alloca
tions for each quarter of the yea
is released by the council for trade.
No basic quota country can export
anything in excess of the quartely
quota allocated. To operate this
scheme smoothly export stamps
to the volume of goods so allocat-
ed have been issued to the export-
ing country and the exporters have
to affix them on the back of a
particular export invoice. No
importing country will allow con-
signments not authenticated by the
stamps to the entered into their

ports, These stamps also act as
certificates of o' i
The quota of 4.2 percent has

been distribufed among the export-
ing members listed in annex 2 ac-
cording to the percentages shown in

columns 1 of this annex,
Any exporting members lListed

in this annex at any time could
request the council to establish a
basic quota for it. In the event that
a basic quota is established of one
of these countries the percentage
indicated in column 1 of this
article shall be decreased propor-
tionaly.

10

If there is any prior informa-
tion (depends on future market)
where any supply country is unable
to export the allocated quota in
full or in part that country will
inform the ICO about its inability
and ihat shortfall is re-divided by
the ICO among the members. The
annex 2 countries also get a posi-
tion of the shortfall. Annex 2 coun-
tries do not have voting power or

any decision making authority and
if they have any complaints, grie-
vances or suggestions they can for-
eard them to the ICO through
a representative member country
they are attached to (for instance
Mexico). Among two countries
have no ability whatsoever. to de-
cide on prices or regulate any part
of the trade. The markets are
decided by the bigger partners

£ECONOMIC REVIEW FEB/MARCH'85




and countries like Sri Lanka are
now more than price takers and
conditions adherers.

Benefits of being an ICA Member

Because of the 1.C.A. an order-
ly trade system has evolved and
destructive competition among pro-
ducers, exporters and consumers
has been eliminated to a great
extent. The big exporters will not
divert their resources to coffee

ECONOMIC REVIEW FEB/MARCH'85

production in a competitive way
because they do not get any bene-
fits by doing so. If their production
exceeds the quota the burden has
to be borne by them. If these
excess supplies find their way into
the market they could heavily

_ depress prices.

It may be observed that main-
tenance of price stability at a high
level may be determental to consu-

mers and a social diseconomy.
World trade trends show that
coffee consumption in consuming
countries has become inelastic and
sluggish in growth although prices
have stabilized and consumers
could plea their family budgets

more realistically as a result.
An assured market under the

quota system, even with a global
growth, is a health sign for small
suppliers like Sri Lanka, giving
them an opportunity to grow mo-
destly. The developing countries
do not need to have speculate on
prices and their investment plann-
ing and expansion schemes could
be methodically and systematically
programmed. Risk and uncertainity
are minimized,

It also should be remembered
that countries like Sri Lanka com-
ing under annex 2 need not adhere
strictly to the quarterly require-
ments regarding exports and they
can expand production consider-
ably till they reach the level for a
basic quota. These countries can
have a clear view about the export
earnings based on their supply

potential,
It is clear that the I.C.A. has

evolved a certain system of econo-
mic political and commercial har-
mony and understanding; among
exporters and importers regarding
the production and marketing of
coffee.
Sri Lankan Performances as a
Coffee Exporter

The exports of coffee (Green)
from Sri Lanka during the 10
years ending 1984 (See Table 7)
have grown approximately three-
fold. The country emerged as a
coffee exporter only since 1973. In
quantity terms export growth has
never been smooth, rather it could
be called cyclical: the first cycle
starting from 41,700 kilograms
exported in 1974 reached its peak
in 1976 with exports amounting to
1.7 million kilograms. The subse-
quent year had resulted in a 42.3
percent drop from the previous
year with exports amounting to
985,700 kilograms.

The second cycle too had
a short life of three years like the
previous one. The peak of the up-

1"




EXPORT OF COFFEE BY SRI LANKA 1974 - 1984

Table . 7
Year Quantity Exported Growth
*000 Rate
1974 421.7 -
1975 1,254.8 197.0
1976 1,708.8 36.2
1977 985.7 423
1978 2,319.2 135.3
1979 2,603.0 12.2
1980 908.8 -65.1
1981 2,036.6 124.2
1982 2,920.4 43.4
1983 3,124.4 7.0
1984 1,863.0 “
(1516

(1st six month)

Source: Central Bank Monthly Bulletin

Value of

Exports
Rs. ML

2.1

9.6

245

33.2

85.2

106.3

40.0

65.1

110.9

163.3

120.2

Growth Average Quantity Average Quantity
Rate Price Offer at Yearly Auctioned
per Kg auctions auction asa% of
000 kg Price total
Rs. SDR exports
- 4.98 - - - -
357.1 7.65 - - - -
155.2 14.33 - - - -
35.5 33.68 - - - -
156.6 36.73 - " 2 .
248 40.83 33.6 41.30 2.05 1.03
624 44,01 36.3 43.36 2.01 4.0
62.8 31.96 38.1 30.51 1.34 19
69.0 37.67 36.2 23.94 1.47 1 2
48.5 52.27 66.1 50.56 1.96 2.1
- 64.51 - - - -

Rupee and SDR Values of Coffee Exports from Sri Lanka

Table 8
Rupee Value of Exports
Rs.Mn.

1975 9.6
1976 245
1977 33.2
1978 85.2
1979 106.3
1980 40.0
1981 65.1
1982 110.0
1983 163.3
1984 120.2
12

SDR Value of Exports
SDR M.

3.2

4.4 37.6
5.3 20.4
1.9 64.1
29 62.6°
48 65.5
6.3 31.3

Source : Central Bank Monthly Bulletin

swing was reached in 1979 with
exports of 2.6 million kilos. This
time after a high peak the slump
was even more severe, and the drop
was 65.1 below the previous
year’s exports.

The recovery in 1981 was
less than the earlier recovery.
Exports in this recovery year
were 2.0 million kilos registering a
growth of 1242 percent, the
lowest recovery rate. Nevertheless
the cycle has lasted longer. The
peak may be even higher than the
actual figure of 3.1 million kilos
in 1983 and estimated figure of

3.3 million kilos in 1984,

Behaviour of export values
contrast with the behaviour of
volumes. If this trend is also con-
sidered as cyclical, it may be
observed that there are relatively
longer cycles. Till a drop occured
in 1980 an incessant growth had
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: taken place in aggregate va lucs, Table 9 ANNEX 2
- although growth rates varied, Dur- . :
. ing (:hi. :eri od there were growth E?(POR'HNG MEMRERS SUBJECT TO THE PROVISIONS OF ARTICLE 31
- rales ranging from as much as Exporting Number Percentage No. of Votes in addition
) 387 percent 1o as low as 25 per- Share to basic votes
- cent. The fluclua_tions in -a_nnual Total ‘ {a) with OAMCAF 100.00 ”

- growth rates during the sécond {b) without OAMCAF 70.62 25

5 ~yc'e grperated in 1982 has not )

. yet ,'come to an end has not varied Bolivia 465 2

- as widely as the earlier cycle al- -

- though the rates have been sub- Burundi ' - 7
. stantially high.

s Ghana 2.14 0

- According to SDR calculations ~ Guines . 4.25 2
T & growth.of a more even pattern Haiti 16.99 (16.99)
- can be seen. In SDR terms earnings . ‘ 7
- 'had been 'growing steadily until  jnaica 0.74 o
Y 1979 and in the following year )
Y theré was a severe slump., There- Liberia 5.52 2
= after again a growing trend has .
T set if, but only in 1983 the export =~ Malawi 0.99 0
¢  earnings could overcome the level
L sustained in 1979, Nigeria 3.n 0

E: . Panama 2.79 0"
3 Observations relating to the . '

. export of coffee show that a cer- ' 2r8uey 4.61 2

E_; tain proportlol.t is mediated thiough Rwanda ) i ,

- Colombo auctions, The volume so ,

| dealt comparative to the total  gjerra Leone 0.9 .

. exports has been as small as to be

- largely between 1 percent and 2 Sri Lanka 229 . 0

E percent. The 1980 Colombe auc- ' _

| lion figure reached a little higher  Thailand 4.44 2

- proportion solely because the aggre-

~  gale exports in this year dropped  Trinidad & Tobago 145 0

. drastically. What was brought into

:: Colombo auctions are the products  Ve"eruala 3.40 0

- ot eh the estate sector. Coniparison . )

- of export prices and Colombo Zimbatiwe 33 o

I auction prices show some similark  gAMCAF 2938 9

L. ties. The auction. prices excluding

"_- that year 1979 had been somewhal  Benim 2.24 0

- below the export prices. In 1979

t auction price had been above the Central African Republic 11.32 4

[ export prices marginally. (See Table

- 10) Conge 1.70 0

. Although there were signs of  Gap0n 70 .

E recovery in 1981 the value fetched

" with 2.0 million kilos could hardly  Togo 12.42 5

be rated satisfactory. Prices of cof-
fee were devily depressed. Export
rates in 1982 has exceeded the

figure of 1979 but for exports of--
2.9 million kilos. This is considered

insufficient.- During 1983 a peak -

valuc of Rs.163.3 million was
recorded with improved prices and
export volume.

Upto the year 1980 favourable
prices boosted export values, FOB

average price per kilo of coffec

was Rs.4.98 during 1974. During
ihe next threc years prices approx-
imatcly doubled.
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The growth- in value of coffce
exports following the ycar 1981
resulted mainly from the increascd
volume of exports. Average prices
during 1981 and 1982 had been
below the levels of 1979 and 1950.
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The aggregate value of Rs.163.3

"million fetched in 1983 seems to

be a result of the positive increase
in both prices and volume export-
ed.

In order to get a more realistic
picture of proceeds of exports of
coffee SDR values of exports are
calculated below : '

Quota Performances and Allocation

' Procedure in Sri Lanka

The quota allocated to Sri
Lanka - under the international
coffee agreement for the coffee
years 1980/81 - 1983/84 are as
follows:

The table shows that Sri Lanka
has a long way to go before we
reach the levels required for a
basic quota. The export perfor-
mances for the calender years are
compared in the following table
with the quotas for the relevant
coffee year.

Comparison of above figures
show that excluding the year 1981
Sri Lanka has been able to meet
the export quotas satisfactorily.

One problem encountered by
Sri Lanka is the uncertainity in
regard to production of coffee

and supply to the export market.

This is so because production is
in a crop sector where the bulk

.comes under small holdings and

home gardens. See Table 2.
Their productivity levels cannot be

“predicted. The estate sector is very
small and not important as a source

of supply. See Table 6. Esti-
mates of cultivated areas are
rudimentory and not very accurate.
On the contary domestic consump-
tion level is never known.

Official sources stated in difus-
sions that the maximum production
level cannot exceed 2,500 tons and
there is a very great whelihood that
the production fluctuates between
1,500 and 2,800 metric tons. This
shows that the present cultivation
and output cannot meet even the
quota allocated.
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MONTHLY AVERAGE AUCTION PRICES OF COFFEE PER KG

Table 10

MONTHS " 1980 1981 1982 1983
January 47.02 31.06 32.64 4143
February 46.42 31,12 32.14 44.06
March 46.30 3530 32.76 50.05
April 44,12 32.16 33.40 49.00
May 49.10 35.50 32.00 50.00
June 45.24 29.00 33.44 52.38
July 47.74 .27.00 31.62 56.00
August 43.00 27.04 32.34 50.00
September 39.36 26.76 ,34.32 §6.00
October 38.00 28.96 36.50 56.75
November 37.70 28.96 36.50 55.75
December 36.32 30.82 39.80 4913
. Source : Chamber of Commerce
Table 11
Coffee Quota for Sri Lanka 1980/81-1983/84

Coffee Year Normal Extra Total Metric Ton Equivtlent

Quots Quota Quota of Total Quota
1980/81 45,000 - 45,000 2,700
1981/82 49,500 - 49,500 2970
1982/83 54,000 18,000 72,000 4320
1983/84 54,053 - 54,063 3243

The distribution of coffee

quotas among experters is handled ™

by the Ministry of Commerce,
which is the official body that
receives and operates the country
quota, The stamps issued to mark
the quota are lodged at Bank of
Ceylon which acts as custodien.

Source : Ministry of Comnierce

The allocation pattern of quota

" stamps among exporters upto the

coffee year 1983/84 was done on
the following basis:

a) 2/3 of the country quota set
aside and divided among ex-
porters according their past

ECONOMIC REVIEW FEB/MARCH'85
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Discovered in A.D. 850 coffee
plants were originally grown-in Kaffa
and taken to Southern Arabia where
they were cultivated for about fi\;e
hundred years. Coffee soon became
popular among the Arabs and by the
time West Europe was in its period
of colonial ascendance in the sixteenth
and seventeenth centuries,\it was intro-
duced to the Continent as a beverage.
Coffee houses became widespread -in
Europe and America in the seventeenth

4

century as -centres of political,
business, social and literary influen-
ce. From the rdign of Charles I
to the early .Georges, the London
coffee house were the centre of

. cheaper

had his own favéurity one. Coffee
houses therefore held the place
now occupied by the club, al-
though in a more relaxed and
form. Coffee houses be-
came a levelling influence as well
as places for the exchange of
information, Before journalism and
mass-communication coffee  houses
were centres for exchanging politi-
cal, military and business news at
en informal level. Lioyd, of ship-
ping and  insurance fame was a
coffee - house keeper in Lombard
Street" and the rise of his business
interests later hat much to do
with the central position occupied

To meet it the coffee plant travel
led from Saudi Arabia to Sri Lanka
in 1658, to Surinam in 1630, to
Java in 1696, Martinique in 1723,
Brazil in 1727, Jamica in 1730,
Cuba in 1748, Puerto Rico in
1755, Venezuel]a in 1784, and
Mexico in 1790. Therefare with
Europe in the ascendant, not
only did coffee become fashiongble
in Europe, but it was now grown in
those regions which had come
under its way. In addition, coffge
drinking as a world wide pheno-
men was transmitted to those
countries inside the periphery as
well as those outside it.

ECONOMIC REVIEW FEB/MARCH'S5

social life (Trevelyen. 1964:60). by coffee houses. Source: Crippled  Minds, An
In Queen Ann's time there were ‘ ‘' By becomihg centres of fa Exploration into  Colonial
well - over five hundred coffee shionable discourse coffee houses Culture, Susantha Goona-
housés and every respectable leader created a demand for coffee beans. tilake, 1982. New Delhi
‘ o
1 >4
performances. This means that X '000 -HONTHLY EXPORTS OF COFFEE FROM SRI LANKA Xg'000
2/ was pro-rated to 100 and 8
cach cxporter was given a pro- 850 850
portion of it taking into 800
consideration the export 80
performances of the- previous e 79/80 750
ycar, This portion of the 750 -——-- 80/81
quota has bcen named “en- 00 ———— 81/82 700
titlements™, . — 82/83
b) The balance 1/3 is called the 650 — 83/a . 650
competing quofa and kept to . W
be given to new comers on 600 . 600
first come first served basis. 550 550
This division is made to in- .
dice the new comers to enter
trade and thereby encourage 300 500
further export, production and
expansion of cultivation. If 450 450
the new - ¢omers were not able .
to take up these quotas the f00 4o
whole or. the ‘balance is re-’
divided among conventional 350 350
cxporters again on the first
come first served basis. 300 300
One major objcctive behind 250 250
the quota performance is to utilize
it fully, bccause quota cx-ante is 200 200
decided on the export performance.
Ftom the coffec year 1984/85 150 | 150
this pattcrn of allocation has been )
chunged. The other characteristics 100 100
of the system usc to rcmain the
samc while the proportion of 50 50
division hetween entitlements and
“competing” quota has been chang- 0 - ram— J0
' 3 5 v E 4 8 0§ 0= g 52 o 4
& 2 & 8 ¢ #& 2 £ 3 3 2 3 5
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Table12

Deatinstion of Exports of Coffee from Sri Lanka 1979 - 1983

t
Quapntity 1979 Value Quantity 1980 Value l Quantity 1981 Value Quertity 1982 Value Quantity 9083 value
Country i . oo 3 Xs- % Fe. r % ] Kg. 1 ¥ 7 Bs. [ Xg. [4 Re. 7% Kg. % Ra. | %
: 7 i ; ; 6! .5 | 509,660(17.5 Pu,352,799'|18.6 | 204,440 6.5 9,379,362 | 5.9
- .1 |4,765,950-41.9 11,520 ; .57 326,76° 5 . 352, 379,362 |
Australis 2,001 | .08 95'2;: : 100,600 111 14,763,950, R i ! - - i - 60,000} , o 3,450,786 2.4
casada - 39 .oo 3 [ :.sal, .0 31 .oo; 16,5741 .02 ko] .004 34,536 .03 285 .00 73,351 { 0.0h
Maldive Islands =~ 9, . . . | 60,55~ | 1.2 35,100 1.2 1,169,198 -t R ’
000 3.3 |1,04%,393] 2,6 | 25,000 | 1.2 | 76,3 . . 169,
Stagepors 270,000 104 10'52:'327 :':1 ig.on : f '672'908| 1. 18 zs:ooo 1.2 815,010/ 1.3 | 178,044] 6.1 |6,867,768 | 6.2 30,0000.96. -| 1,280,423 : 0.8
. . ' .
v.K. 60,000 | 2.3 | 2,128,275 e T 60,000 , 2.9 :1,780,896) 2.7 1 20,000} .68 764,850 | 0.7 | 30,000 |-0.96 | 1,336,385 o.8
Belgiva 10,000 .38 492,500 ( .46 - i ! - - - - -
onins phoapendl o 5,750.51: h.s‘ ;i ) ! w,000 | 9] 31,3 .5g - - - -
- - . .
peneark biagont 5'26 8::':27 15.: 90,000 9.9 {3,967,590! 9.9 | 65,000 {3.2 |2,165,495] 3.3 | 70,004 .24 {2,417,627 | 2.2 65,000 72,4 2,857,965 | 1.9
Frgnce 427,500 |16.% 117,068, . . . 1957, ' | L p 4.b 14,0 20i35.5 17,798,768 |34.A 988,898 1,7 52,323,232 32,9
Germaay F.R. 11,200,778 46,1 50,068,148 h7.4 (105,100 Lu.6 p7,722,482)4%.3 | 9,132,542, 55.6 55,846,613 5 .037,3 1798, , B 323,
- - ] - - - . - -
Greeoe - 1: 0 - } T ) i ) i )
Ireland 5000 .91 215,594} .20 | - - ! 1| 653.4 0.6 81,000 820,612 { 2.3
Italy 55,000 | 2.1 | 2,326,657 | 2.2 [130,000 J14.3 15,881,346 |14.7 30,0C0, 1.5 990.7:8 15 15,0001 .5 535199 1: 2.6 3, :
Japan 10,000 | .38] 351,299 | .33] 20,000 ) 2.2 896,937 2.2 - 90| .op -
Jerdan 10,000 .38 327,483 .31 - - - _ - . . 50 2 s
Netherlands 30,002 | 1.2 | 1,306,424 | 9.2 | 30,000 | 3.3 | 1,403,893 3.5 zm.'.zol 1%.8 '9.359.:7; 6.3 | 274,495| 9.4 10,647,883 | 9.7 95:9 5.9 .599:158 .
Portugal 190,150 | 2.3 | 7,061,544 | 6.6 - - 10,0001 .49, JL:.;J }:i - - -
S.Africa 32,880 | 1.3 | 1,510,589 | 1.4 | s5,000| .55 240,09%) 0.6 30,000] 1.5 | 1,054,737 | 1 ! 25-000 s6) smson | ous - -
Sw{tzerland 70,000 | 2.7 | 2,819,436 | 2.7 - - - . ,,-.,zg 6‘.. N . : : -
U.A,R, - 50 +00 - - 10,000 _1.9. 16,425 « 64, - . ,
D.8.4, 93,900 | 3.6 | 4,406,469 | 4.2 | 20,000 | 3.3 | 9u7,8291 2.4 279,941]12.7 | 9,506,045 1'0-6{ 598,041 [20.48 £2,312,231 |20.3 [1,04,146 B3.3 | 55,865,382 |3,
Abudhabi 6,651 .25 85,726 .08 2,2601 .25 22,309 .06l - - . - - - :
Dubai 4,148 .16 104,805 .10l 2,265 | .25 22,453 | .07 1,200 .os( 11,939 .02 - - -
e ' i . .01 2,874 | 0.0 - 5,851 .00
Ioland - - - 8, .00 - | 5,063 007 350 . i .-
Bong Zoag - - 3,000 | 3N k2,605 .37 - : - - -
Iorael - - - 25 . - , . - - - -
Saudi Arabia - - 520 | .06 6,986 | .02 - ! - -
- - k9,993 15.5 [ 2,471,573 | 6.2 - e e - - _ i
Sriya . H
: i - b . 2,700 | 0.0 - - -
Yugoslavia - - - <1131 .00 - i | 5 00 Y i
I - - - - 9,000: .44 304,603 | .47  B,200! .28 277,917 { .25 - -
. ’ . . Pl 113,800 b1 ' 4,687,200 | 4.3 | 75,600 [2.6 | 3,758,u00 | 243
. . - - ‘ i - I 100! .00 - -
Poland - - - - - ! -
;17' - - oo 25,000}1.2 | 756,508 . 196 30,000, 1.0 | 1,026,155 .93 25,000 | 0.8 | 1,196,465 | 0.7
s”“ - - - - - 150 .005 5,743 .01 - -
. - - 2! 00 125 .oo - -
Thailand - - - - I : i od i X
e - - - - : - 150} .0C5 5,013 .00 42 .00 1,284 | .00
U.A.E. - - - -
- - 3] .4 6,16 | .5, - - - ! -
Iren - - 19,003] .49 ' 3 st Lo 220| .70
et - . - - - - - 2,000 f 0.1 104,917, 0.06
Sep Sehedie - - - - - - - 25,000 | 0.8 1,297,1214 o.8
Austria - - - ' - - |
- e 109 2,02 B 879 3,126,406 | 100 2 100
TOTAL 2,602,981 100 106,278,145 100 908.7521 109 [L0,009,950 iaoon,o}s.czg 00 165,135,576 | -00 r.9.0.)81 100 _0.005.8/9 100 3e12h,406 | 163,269,475

Scurce

: Sri Lanka Custos
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