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Report Highlights:
MY 2008/09 coffee production is revised downward to 262,300 tons (4.4 million 60 kg-bags) in the light of lower market arrivals and a fall in exports.  Timely pre-blossom showers this March followed by satisfactory backup rains supports a higher MY 2009/10 crop, currently forecast at 295,000 tons (4.9 million 60 kg-bags).  The current economic slow down does not seem to have significantly impacted coffee consumption in India, which is estimated at 97,000 tons in CY 2009.  Coffee exports are expected to decline to around 190,000 tons in MY 2008/09 from around 220,000 tons in MY 2007/08 because of reduced supplies and higher domestic prices vis-à-vis global prices.  Exports are forecast to rebound to 230,000 tons in MY 2009/10.  The government provides various production and export subsidies to the coffee sector.  
 


 

	 

 


 

 

	 

Commodities:

	Coffee, Green


	


 

Production: 

MY 2008/09 (Oct-Sep) coffee production is revised downward to 262,300 tons (4.4 million 60 kg-bags) from the earlier Post estimate of 280,000 tons in the light of lower market arrivals and fall in exports.  The adverse impact of the March 2008 rains coinciding with the peak blossoming stage as well as the untimely rains in November last year during the post-harvest season of the MY 2008/09 coffee crop was more serious than earlier anticipated, resulting in the significant downward revision.  Most of the decline is in Arabica, which is now estimated at 79,500 tons (1.3 million 60 kg-bags), where as the studier Robusta crop is estimated at 182,800 tons (3.1 million bags).  On retrospection, the Coffee Board is now planning to revise the 2007/08 coffee production upward to 280,000 tons from its earlier estimate of 262,000 tons.  
 

Outlook for the MY 2009/10 coffee crop appears promising in view of the timely pre-blossom showers this March followed by satisfactory backup rains. Industry sources forecast MY 2009/10 coffee production to rebound to around 295,000 tons (4.9 million bags), provided the monsoon rains during June through September are well distributed with no hails or excess rains in growing regions.  Most of the production increase is likely to be in Robusta.  The industry anticipation of a lower global coffee production and higher world prices in MY 2009/10 due to the biennial low production cycle in Brazil combined with higher price realization for the MY 2008/09 crop should prompt Indian coffee growers to apply more farm inputs and better agronomic practices, supporting the higher production forecast.   
 

The high international prices for fertilizer last year did not impact Indian coffee growers as fertilizer prices are heavily subsidized by the Indian government.  However, labor cost continues to increase adding to coffee production cost.  With off-farm employment opportunities increasing, coffee planters have started experiencing shortages of skilled labor, which could become a major problem in coming years.  The Indian government’s National Rural Employment Guarantee program and a highly subsidized rice and wheat distribution program to the weaker section of the society by various state governments have further exacerbated the labor availability problem in the plantation sector.  Mechanization in coffee plantations is difficult in India because of geographical constraints, uneven plantings, and small holdings.  High coffee prices in recent years have discouraged the trend towards diversification to competing crops such as vanilla, which are more labor intensive.  Because of the higher cultivation cost and increased risk associated with Arabica cultivation, some coffee growers are planning to shift from Arabica to Robusta, which would result in a further reduction in Arabica production in coming years.  
 

Although the coffee planting and bearing area in India has shown a steady upward trend, mostly due to expansion of coffee cultivation in non-traditional states such as Orissa and Andhra Pradesh, coffee production has been declining due to diminishing yields.   Apart from recurring weather problems, the white stem borer infestation in Arabica continues to constrain yields.  The berry borer menace in Robusta is also growing, which affects both production and quality of the coffee.  To contain the white stem borer menace, there was some uprooting of infected trees and replanting with new in the Arabica belt, which are yet to come into the full bearing stage.  Therefore, the bearing area is lower than the planted area.  
 

A significant share of the domestic Robusta coffee and some imported low priced coffee (for re-exports) goes into the production of instant/soluble coffee.  This segment is almost entirely branded and packaged, and is dominated by multinationals such as Nestle and Unilever, and the Indian conglomerate Tata Group.  In recent years a few other Indian companies have made a foray into this segment with some success.  Although instant coffee production capacity is increasing, currently estimated at around 80,000 tons, actual production is estimated to be around 50,000 tons (green coffee basis).  Organic coffee production is miniscule at around 300 tons due to the absence of a significant premium over non-organic coffee. 
 

Indian Coffee Marketing System
 

Indian coffee producers have three ways to market their coffee: (a) sell directly to exporters through an exporter agent, (b) hold it in a curing factory before selling it; (c) sell it at voluntary auctions.  Smallholders, who dominate the Indian coffee scenario, mostly sell their parchment coffee (or dry cherry) to exporters through exporter agents.  The agent takes the coffee beans to the curing factory, where it is checked for quality, which must meet the exporters’ standards.  The second method allows the coffee grower to store the coffee with the curer before selling it in order to speculate on price movements. Under the third method adopted mostly by large producers, coffee is sold at a voluntary auction, organized by the Indian Coffee Traders’ Association.  In this case, the producer takes the coffee to the curing factory and stores the green beans in the auction warehouses, sending a sample for auction.   
 

The marketing system of Indian coffee is depicted in Appendix I and standard grades of Indian coffee are shown in Appendix II.  
Consumption: 

Domestic coffee consumption is increasing, thanks to the expansion of coffee cafe’ culture in urban areas, even in non-traditional coffee drinking regions of northern India.  The concerted efforts of the coffee marketers in promoting the beverage as a lifestyle drink via the coffee cafes and vending machines has added more visibility to coffee.  The current economic slow down does not seem to have significantly impacted coffee consumption in India.  According to a survey sponsored by the Indian Coffee Board, coffee consumption in 2008 is estimated at 94,400 tons, 73 percent in urban areas and 27 percent in rural areas (south India).  Based on this, coffee consumption in 2009 is estimated at 97,000 tons.  
 

Other major findings of the Coffee Survey were:
 

· South India accounts for 78 percent of the total coffee consumption.
 

· Penetration of instant coffee is 68 percent for all urban India.
 

· Daily consumption of coffee among the entire population (including non-drinkers) is less than one cup across all zones.  
 

· Daily consumption of coffee among drinkers is on an average is 1.99 cups.
 

The Coffee Board is supporting increasing coffee consumption in India by providing consumer insight to marketers and roasters and potential new consumers.  According to industry sources, a couple of major international players are also considering to establish large capacity roasting units in India.  Increasing domestic consumption would result in reduced export surplus in coming years.  Major coffee chains in India are: Coffee Day (www.coffeeday.com), Barista Coffee (www.barista.co.in), Costa Coffee, etc.   
 

The indicative Bangalore wholesale price of Arabica Plantation “A” was Rs. 152 per kilogram ($1.38 per pound), and Robusta Cherry “AB” was Rs. 101 per kilogram (92 cents per pound) in February 2009, compared with last year’s prices of Rs. 135 and Rs. 99 per kilogram for Arabica and Robusta, respectively.  The retail price of pure grind coffee (Arabica plantation) in major southern cities is around Rs. 245 per kilogram ($2.22 per pound), a 23 percent increase over a year ago price. ($1= Rs. 50).  Prices are expected to remain firm in coming months due to reduced supplies.  
Trade: 

Coffee exports are expected to decline to around 190,000 tons in MY 2008/09 from around 220,000 tons in MY 2007/08 because of reduced exportable surplus and high domestic prices vis-à-vis global prices.  Exports during October 2008 through April 2009 were lagging by over 25,000 tons over exports during the corresponding period of MY 2007/08.  The global economic slow down also seems to have negatively impacted India’s exports, particularly of soluble coffee, mostly destined to Russia.  Soluble coffee exports during October 1, 2008 through April 2009 were only around 11,300 tons compared with around 21,000 tons during the corresponding period of MY 2007/08.  Total MY 2007/08 exports of soluble coffee were around 40,000 tons, constituting around 20 percent of total exports.  
 

On a calendar year basis, India’s coffee exports in CY 2008 were around 212,000 tons compared with 191,000 tons in CY 2007.  Italy, Russian Federation, Belgium, Spain, and Finland account for almost 55 percent of total exports.  Exports to the U.S. in CY 2008 were around 2,500 tons down from 3,900 tons in CY 2007.  Appendix III shows India’s CY 2008 exports of coffee by type and by destination. 
 

Considering the improved production prospects and likely higher global prices in MY 2009/10, exports are forecast to rebound to around 230,000 tons. 
 

India imports small quantities of low priced coffee, mostly from Indonesia, Uganda, Vietnam, and Ivory Coast, for value addition and re-exports.  Such imports in IFY 2007/08 were around 19,000 tons.  Imports are likely to decline significantly in 2008/09 and 2009/10 because of reduced export demand for soluble coffee.    
 

Stocks: 

Although no official data is available, carry over stocks of coffee for MY 2009/10 are likely to decline sharply due to the decline in production and increasing consumption.  
Policy: 

 

 

 

 

 

 

 

 

Production subsidy:
 

The Indian government/Coffee Board provides various subsidies, mostly to small and marginal coffee producers, to increase production and improve quality.  The Coffee Board provides subsidy for coffee replanting, water conservation, quality upgradation, etc. the details of which can be accessed from: www.indiacoffee.org/advertisement/Approved%20Modalities%20for%20CDSS%2011062008.pdf.  
 

The Agricultural Insurance Company of India Ltd., a government parastatal, is now providing a Rainfall Insurance Scheme – Coffee (RISC), a unique rainfall insurance product specially designed for the coffee growers of Karnataka, Kerala and Tamil Nadu. This product is designed in consultation with Coffee Board, Central Coffee Research Institute and the Coffee Growers of these states. RISC is expected to provide effective risk management aid to those coffee growers likely to be impacted by adverse rainfall incidence.  The Coffee Board is extending premium subsidy up to 50 percent of premium for small and marginal growers (with plantation size up to 10 hectares).  Details of this program can be accessed from: www.indiacoffee.org/advertisement/rainfall-21-2-08.html
 

The Coffee Board is providing a subsidy to enhance quality of coffee product and achieve value addition through introduction of improved technologies in coffee roasting, grinding and packaging, the details of which can be accessed from www.indiacoffee.org/advertisement/subsidy-scheme.html.
 

Export subsidy:
 

The GOI’s Department of Commerce has approved the implementation of the Scheme for the Export Promotion of coffee by the Coffee Board. The objectives of this subsidy program is to enhance the export of value added coffees as India brands and high value coffees to far off markets such as the United States, Canada, and Japan. The export incentives under this program are: (a) incentive for exports of value added coffee as India brands at the rate of Rs. 2 per kg (b) incentive to export high value coffees to far off markets such as the United States, Canada, and Japan at the rate of Rs. 1 per kg.  For additional details please see: www.indiacoffee.org/exporter/export-incentive.html
The Ministry of Commerce has included coffee in the list of products eligible for the duty entitlement passbook (DEPB) scheme and the Vishesh Krishi Upaj Yojana (VKUY).  The objective of DEPB is to neutralize the incidence of the customs duty on the import content of the export product, by granting duty credit against the export product. The duty credit (4% of the FOB value in the case coffee) can be used for imports of raw materials, intermediates, components, parts, packaging material etc. and is tradable.  Duty Credit (5%) is also given under the VKUY, which may be used for the import of inputs or goods including capital goods, as may be notified by the government. Exporters are eligible for only one of these programs.   
Production, Supply and Demand Data Statistics: 

 

 

 

 

Table 1: Commodity, Coffee, Green, PSD
 

	Coffee, Green                  India                                             
	2008
	2009
	2010

	
	2007/2008
	2008/2009
	2009/2010

	
	Market Year Begin: Oct 2007
	Market Year Begin: Oct 2008
	Market Year Begin: Oct 2009

	
	Annual Data Displayed
	New Post
	Annual Data Displayed
	New Post
	Annual Data Displayed
	May

	
	 
	 
	Data
	 
	 
	Data
	 
	 
	Data

	Area Planted
	384
	 
	388
	387
	 
	390
	 
	 
	392

	Area Harvested
	342
	 
	345
	343
	 
	345
	 
	 
	345

	Bearing Trees
	550
	 
	550
	555
	 
	555
	 
	 
	557

	Non-Bearing Trees
	75
	 
	75
	70
	 
	70
	 
	 
	70

	Total Tree Population
	625
	 
	625
	625
	 
	625
	 
	 
	627

	Beginning Stocks
	2,228
	 
	2,228
	1,661
	 
	1,985
	 
	 
	1,773

	Arabica Production
	1,542
	 
	1,583
	1,500
	 
	1,325
	 
	 
	1,500

	Robusta Production
	2,825
	 
	3,082
	3,167
	 
	3,047
	 
	 
	3,400

	Other Production
	0
	 
	0
	0
	 
	0
	 
	 
	0

	Total Production
	4,367
	 
	4,665
	4,667
	 
	4,372
	 
	 
	4,900

	Bean Imports
	522
	 
	330
	700
	 
	200
	 
	 
	200

	Roast & Ground Imports
	0
	 
	0
	0
	 
	0
	 
	 
	0

	Soluble Imports
	0
	 
	0
	0
	 
	0
	 
	 
	0

	Total Imports
	522
	 
	330
	700
	 
	200
	 
	 
	200

	Total   Supply
	7,117
	 
	7,223
	7,028
	 
	6,557
	 
	 
	6,873

	Bean Exports
	3,023
	 
	2,616
	2,890
	 
	2,460
	 
	 
	2,900

	Rst-Grnd Exp.
	7
	 
	5
	10
	 
	7
	 
	 
	10

	Soluble Exports
	820
	 
	1,044
	850
	 
	700
	 
	 
	900

	Total Exports
	3,850
	 
	3,665
	3,750
	 
	3,167
	 
	 
	3,810

	Rst,Ground Dom. Consum
	1,346
	 
	1,313
	1,300
	 
	1,317
	 
	 
	1,320

	Soluble Dom. Cons.
	260
	 
	260
	300
	 
	300
	 
	 
	300

	Domestic Use
	1,606
	 
	1,573
	1,600
	 
	1,617
	 
	 
	1,620

	Ending Stocks
	1,661
	 
	1,985
	1,678
	 
	1,773
	 
	 
	1,443

	Total Distribution
	7,117
	 
	7,223
	7,028
	 
	6,557
	 
	 
	6,873

	Exportable Production
	2,761
	 
	3,092
	3,067
	 
	2,755
	 
	 
	3,280

	TS=TD
	 
	 
	0
	 
	 
	0
	 
	 
	0

	Comments
	 
	 
	 
	 
	 
	 
	 
	 
	 

	AGR Number
	IN9061
	 
	 
	 
	 
	 
	 
	 
	 


 

 

 

 

 

 

 

 

Table 2: Commodity, Coffee, Green, Prices Table
 

	Country
	India
	 
	 

	Commodity
	Coffee, Green
	 
	 

	Prices in
	Rupees
	per uom
	50 Kg

	 
	 
	 
	 

	Year
	2007
	2008
	% Change

	Jan
	6,015
	5,891
	-2

	Feb
	5,912
	6,664
	+13

	Mar
	5,744
	6,813
	+19

	Apr
	5,715
	6,146
	+8

	May
	5,528
	6,419
	+16

	Jun
	5,534
	6,913
	+25

	Jul
	5,380
	6,882
	+28

	Aug
	5,375
	6,779
	+26

	Sep
	5,668
	6,875
	+21

	Oct
	5,760
	6,671
	+16

	Nov
	5,468
	6,517
	+19

	Dec
	5,523
	6,290
	+14

	 
	 
	 
	 

	Exchange Rate
	50
	Local Currency/US $
	 

	Date of Quote
	4/29/09
	MM/DD/YYYY
	 

	Auction price in ICTA Bangalore for Arabica, Plantation ‘A’


 

 

 

Author Defined: 

Table 3. Import duty on coffee and related products
 

	H.S. Code
	Product description
	Basic duty
	Applied duty

	0901.11
	Coffee neither roasted nor decaffeinated
	100%
	100%

	0901.12
	Coffee not roasted decaffeinated
	100%
	100%

	0901.21
	Coffee roasted not decaffeinated
	100%
	100%

	0901.22
	Coffee roasted and decaffeinated
	100%
	100%

	2101.11.10
	Instant coffee flavored
	30%
	47.61%

	2101.11.20
	Instant coffee not flavored
	30%
	47.61%

	2101.11.30
	Coffee Aroma
	30%
	47.61%

	2101.11.90
	Others
	30%
	47.61%

	2101.12.00
	Preparations with a basis of extracts, essences or concentrates with a basis of coffee
	30%
	47.61%


 

	 

 

 

 

 

 

 

 

 

 

 

Appendix I: Family Tree of Indian Coffee
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Source: ABC Exports
 

 

 

 

 

 

 

 

 

 

 

 

Appendix II: India – Coffee Marketing System
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Appendix III: India Coffee Exports, CY 2008
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Source: Coffee Board
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