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Coffee is the second most traded commodity afteomiinternational
trade exchanges both in terms of volume and vapeesenting a significant
source of income to several developing countriegfiica, Asia and Latin
America. India ranks seventh position (InternatioGaffee Organization)
with a total production of 2,99,280 tons of duritige year 2019-20 India
accounts for about 3. 02 per cent of world's coffeeduction. The present
investigation was aimed for analyzing the valueirtlud araku valley coffee
in Vishakhapatnam district of Andhra Pradesh. \sgdatnam district was
purposively selected for the study as the area rund#ee cultivation is
highest among Visakhapatham and East Godavari thteictk of Andhra
Pradesh and the top two mandals were chosen whkmhximum area under
coffee plantation crop and two villages from eadmndual were selected. The
selected villages were Siragam and Vanthamurugalafrom Araku valley
mandal, Minumuluru and Gurramgaruvu villages froadgru mandal. The
study is based on both primary and secondary data.

The primary data needed for the study have beeeatell from 67
stakeholders selected using probability proporti@uan snow ball sampling
technique from selected district duly categorizetb i60 farmers, 4 local
traders, two local roasters, one exporter. The radsmy data pertaining to
area, production and productivity of coffee croplfadia and Andhra Pradesh
was obtained from the coffee board of india. Thexdeds analysed to attain
the stated objectives by using CAGR, Value chaipmiry technique, Price
spread analysis, Markov chain analysis and Garatilkdng technique.

The trend analysis study shows an increasing tneradda, production
and productivity of coffee for a period from 2010-io 2020-21 in Andhra
Pradesh. The CAGR of area under coffee was highmpared to production
and productivity under coffee crop in the studyeThason for higher growth
rate in coffee area was mainly due to the promdtipooffee board of India.

Xii



Six different coffee value chains were identified the study area.
Farmers, local traders, GCC, NGOs/facilitators, BPQocal roasters,
aggregators and exporters were the actors in tfieecealue chains. Farmers
were involved in cultivation and pulping of raw e cherries. local traders,
GCC, NGOsffacilitators, FPOs and local roasterslwved in aggregation of
coffee cherries and parchment coffee. Curing arabtiog was the major
value addition activities in the coffee value clsaiAmong the existing value
chains, price spread was less in the value ché#i.¥3%).

The major constraints perceived by farmers durimgpitoduction were
Lack of Credit and high prevalence of pests & digeasic. And the major
constraints perceived by farmers during processirge non-availability of
hand -pulpers and other machinery and cost of machiis high. The major
constraints faced by farmers for marketing of thedpce were Lack of good
transport facilities and Lack of marketing facil#ieThe major constraints
faced by local traders in their business were Eckdequate storage facilities
and high transport cost. The local roasters aradgaitie problem of high-end
machinery cost for processing and high electricaisamption in terms of
prices and units. The exporter is facing the pnobdé government policies of
both importing and exporting countries. Freightrges are costlier and the 50
percent of the value goes to it. Inadequate expannotional measures are
another highly critical issue as the low creditess; heavy documentation
work for exports.

From the results and analysis of the study sugmestivere made for
improving the structure, governance and livelihagportunities in coffee
value chains. Introduction of cost-effective maehmnin processing, skill
development in processing of raw coffee cherriesm®@tion of coffee-based
farmer association, proper market regulation waee golicies suggested to
improve coffee value chain governance.
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Chapter - |
INTRODUCTION

Botanically, coffee belongs to the genUsffee in the Rubiaceae
family. There are more than 70 commercially culibspecies in the genus
Coffee, most of which are native to Africa, inclagilndian coffee like
Coffea arabica and Coffea canephora. Another speciesCoffea liberica, is
cultivated on a small scale. Indian coffee is grasm silvi-horticultural crop
under the canopy for optimal yield. Growing orangegppers and cardamom
between coffee plantations is a source of additianaome. Coffee
plantations are vital to the survival of the vibraecosystem of the
ecologically sensitive Eastern Ghats and WesterntsGRhich has been

recognized as one of the world's biodiversity hotsp

The shade growing conditions are common in coffaetations offer
good diversification with a wide variety of inteopping. India's shade
coffee forests are internationally recognized ae oh the most diverse
forests on the planet. These biodiversity rich parksa symbol of wilderness
harboring a wide variety of herbs, shrubs and mieltcrops. Indian coffee
Is known to be the world's best shade-grown milfiees. India is the only
country that grows entire coffee under shade. Tylgicanild and not too
acidic coffees possess an exotic full-boiled tastd a fine aroma. India
cultivates all of its coffee under a well-defin@gbttier mixed shade canopy,

comprising evergreen leguminous trees.

In the modern urban life, coffee as a beveragegeeat socializer. It
is also used as an important therapeutic agenttimaulate heart and
respiratory systems and as a diuretic, aetyadf useful nutrients are found
in coffee, including riboflavin (vitamin B-2), niat (vitamin B-3),

magnesium, potassium, and various phenolic orx@dant compounds.

Coffee is the second most traded commodity aftemointernational

trade exchanges both in terms of volume and va&piesenting a significant



source of income to several developing countrieAfirca, Asia and Latin

America. Four regions were listed as major coffie®ving countries: South
America, Asia, Africa and Central America. Braaietnam, Colombia,

Indonesia, Honduras, Ethiopia, India, Uganda, PeduMexico are listed as
the top 10 coffee growing countries in these regi@nternational Coffee
Organization). In 2019-20, the overall global protibn of coffee was 99.03
lakh MT (International Coffee Organization, Hist@liadata). Among the
coffee growing countries, Brazil stands first bmtlarea and production. It's
share to the total world production was 35.26 @t evhich was followed
by Vietnam, Colombia and Indonesia. The share efaihove major coffee
growing countries was about 69 per cent and remgiBil per cent was
contributed by the other coffee growing countridgcording to the

International Coffee Organization, 100 million peo@are working in the

coffee industry, 20-25 million of whom are smalbgers.

Coffee was introduced to the Indian subcontinenthie 1640s. By
introduction of new economic policy during 1991-%®lped greater
globalization by easing restriction on exports angports in Indian
International trade policy. At present, India ranksventh position
(International Coffee Organization) with a total production of 2,99,280
tonnes of during the year 2019-20 India accountstimut 3.02 per cent of
world’s coffee production and more than (95 pertcehit is shade grown
under a multi layered canopy of forest trees andtiphe crops. The
cultivation of coffee in India is limited to tradihal coffee growing areas
such as Karnataka, Tamil Nadu and Kerala; non-tcedit regions
consisting of states like Andhra Pradesh and Odi¥ha North Eastern
Region consisting of the states of Assam, Tripurgokhm, Meghalaya,
Nagaland, Manipur and Arunachal Pradesh. The cosngports during
2020-21 was 1,64,108 GBE (Green Bean Equivalent n@udn MT).
Export earnings 2020-21 was Rs. 2,78,905 lakhs antifibutes 2.5 per cent
to the nation’s primary sector export earnings.a@raverage daily number

of persons employed in coffee plantations is abgis,505 during 2018-19.
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There are 3,79,697 coffee holdings in India, of ut86 percent are less than
10 hectares in size and they come under the categosmall holdings.
(Coffee board of India, 2019-20).

Coffee was introduced by the British in Pamulealley in non-
traditional areas of eastern ghats of Andhra Praoie$898, later spreading
to Araku valley in the early 19th century. In 202020, the total number of
coffee growers in non-traditional areas such ashdadPradesh and Odisha
were around 1,96,966. Out of them 1,92,864 triaahkrs were exclusively
located in the Andhra Pradesh especially Visakimgpat is very proud of its
“Araku coffee”.  While coffee grown in araku isld at premium prices.
About 99 per cent farmers from the non-traditioasda was engaged in
cultivation of Arabica coffee. The coffee from thealku Valley is pure
arabica with a rare aromatic odour. In 2019, f®sfiecial aroma and organic
approach to coffee production by the tribals, thep&tment for the
Promotion of Industry and Internal Trade, underNheistry of Commerce
and Industry, awarded the Geographical Indicataq to Araku valley
coffee. Approximately 90 Per Cent of the total praiibn of Araku coffee is
exported to countries such as Sweden, Switzerldaly, and the United
Arab Emirates.

Value chain refers to the set of actors (PrivBtgylic, and including
service providers) and the sequence of value-adaatigities involved in
bringing a product from production to the final samer, in agriculture they
can be thought of as a “farm to fork” set of pr@assand flows. (Miller and
Da silva,2007).

Value chain analysis — assessment of the actdriaators influencing
the performance of an industry, and relationship®ray participants to
identify the driving constraints to increased efficy, productivity and
competitiveness of an industry and how these caimé$r can be overcome
(Fries, 2007).



1.1 NEEDFORTHE STUDY:

In last few recent years, value chain analysis ifferént crops
received serious attention by the researcherspubeaaconsiderable amount
of consumer’s rupee goes to different value chaitora. The relation
between the actors in the value chain place a maj@ in overall
development of any industry. Commercial crops ldaffee have been
selected for the study because it is second madedr commodity in our
country. In fact, there are no enough works doneadme added products of
coffee. An attempt is made to take up value chaslysis of araku coffee
grown in non-traditional area of Visakhapatnamraisto track the flow of
produce from farmers through various channels wuieg value addition
and ultimately reaching to the final consumer. Atdreanalysis of value
chain will help to understand how to improve thexfar’'s performances in
every value adding step. It also provides in-daptderstanding how to
increase farmer’'s share in consumer rupee. It glsvides in depth
understanding how to increase the share of bermfit®f consumer rupee
spent by enhancing the consumer satisfaction tamamx in fluffing their
need through various offerings. It is importandigcover who the actors are,
and what their relationships are, to gain a bettelerstanding of where small
coffee farmers are in the global value chain, andwkng their issues is

essential. Thus, the present study was taken uthetfollowing objectives.
1.2 OBJECTIVES

1. To map the existing coffee value chains in Arakueyal

2. To analyze the Araku valley value chain of coffee.

3. To examine the constraints in different stages ak@rvalley coffee

value chain.



1.3 LIMITATIONS:

The study is based on primary data cabbfiom a sample of farmers,
local traders, Processors and Exporters. As majofithe farmers are not
maintaining any farm records. Most often the databtained on recall basis
based on their memory and experience over yearsofftes stakeholders
involved in the study, even though they had recofdsansaction and price
in many cases, some stakeholders were reluctamdimse actual figures on
purchase price, sales price, monthly sale, income @rofit etc. After
collection of data, the data was scrutinized welavoid any specification
biases. The collected data which was taken foryarsapertained to one
agricultural season and area specific i.e., Visptream district only.
Despite this number of constraints, adequate ca® taken to ensure the
trueness of data by cross checking it with avadlabformation. There are
many other factors to be taken into consideratidrerwthese results are

generalized.
1.4 PLANOF THE RESEARCH WORK:

The research work is presented in five chapters. firee chapter
deals with the introduction along with objectivéd®eview of literature
available on trend analysis in area, production@oductivity, value chain
mapping, and analyzing the value chain of Arakuleyalcoffee under
different value chains and constraints faced bfedbht value chain actors
were cited in the second chapter. The third chageats with theoretical
frame work of the study which includes the peribdtady, collection of data
and method of analysis adopted for study. The lfocitapter encompasses a
critical analysis of results and discussion. Thénfiéhapter presents the

summary and conclusions of the study along witlgestions.
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Review of Literature






Chapter-I11
REVIEW OF LITERATURE

To attain comprehension on a study, it is necegsa®view the various
concepts, research methodologies and analyticl ts®d by the researchers
in earlier studies conducted by them. The findioigsarlier studies would help
in setting appropriate hypotheses and objectives earable to evaluate the
validity of the findings. This attempt would alsolph¢he researcher to have
better understanding of the perspectives of thearet problem and also
facilitate the researcher to modify and improvedhalytical framework in the

right direction to suit the problem situation.

Hence, an attempt is made in this chapter tocaeiiyi review the
literature of the past research work relevant iogfesent study. The research
work carried out by various research workers rel&tehe problem under study

has been reviewed under the following heads.

2.1 Studies on trends of area, production, producti@itgl exports.
2.2 Studies related to value chain mapping

2.3 Studies related to value chain analysis

2.4  Studies related to constraints faced by differetara in the value

chain.

21 STUDY ON TRENDS OF AREA, PRODUCTION,
PRODUCTIVITY AND EXPORTS.

Cleland. (2010) in his study on the impacts ofe®fproduction on local
producers found that even though the presenceramdiyof coffee may seem
like a recent phenomenon to many Westerners, cgifeducing countries
realize the long history of this cash crop. Wita fipread of industry, promotion
of free markets and price crashes, coffee farmevre had to suffer the impacts

and adapt to changes. As seen in just a few cadeest coffee production can



heavily influence the lives of farmers and themiiges. In the face an unstable
coffee market, producers have been forced to upheat coffee trees, attempt
to work on larger competitor’s farms or find othreeans to survive. Whole
countries, like Rwanda, have become dependenteoadbnomy of coffee and
without structure; profit can end up in the hanfihe powerful rather than the
hands of the farmers themselves. As with BrazNegoments often encourage
farmers to putinto place sustainable practicesder to yield more coffee from

their crops.

Syariefetet al. (2012) in their study entitled, smallholder coffee
processing design using wet technology based @m gleoduction, highlights
that wet processing for red coffee berry is intehtle improve smallholder
coffee quality. In order to minimize and preventsteawater generated from
processing, it should be designed coffee processiaged on water

minimization as part of clean production.

Darvishi and Indira. (2013) in their study entiflean analysis of
changing pattern in area, production and produgtofi coffee and tea in India,
highlights that the plantation crops are high valoemercial crops with greater
economic importance andplay a vital role in Indé@onomy. It is the source of
livelihood for millions of small and marginal farmseand provides employment
for millions of plantation workers. The export eiags from plantation crops
like coffee and tea played a significant role maficing Indian development.
Plantation sector also plays an important role I tsocio-economic
development of the Indian regions. Being expoermted crops; changes in the
trade policies affect the production of these cropgh more than any other
crops. Trade liberalization policies adopted in #&ndiith the introduction of
New Economic Policies have greater impact on the,apeoduction and

productivity of thesecrops.

Gathura. (2013) in his study entitled, factoreetihg small-scale coffee
production in Githunguri district, Kenya, triesdetermine whether marketing

factors, finances, government policies and physaad human resources



affect coffee production in Githunguri district. Thesearch established that
marketing factors, finances, government policied @hysical and human
resources greatly affected coffee production. Thdystecommended that the
government should encourage coffee production yndéating favorable
marketing factors and other policies and providarices to small scale coffee
producers. Producers on the other hand shouldestowprovide conducive
working environment to their workers so as to sadtzem in their farms. This

will help to improve coffee yields and quality.

Amaravathi and Raja. (2014) in their research papelndian coffee
production and export destinations mentioned thaffee production is
dependent on the climatic conditions and rain fadiffee production in India
largely occurs on small, family- owned farms. A determ increase in the
number of extreme and unseasonal rainfall eventsleaid to lowered crop
yields, threatening the livelihood of Indian coff@erker and will affect their
employment. The export of coffee has shown a staiunkto lack of rainfall

which has a direct effect on production and export.

Panhuysen and Pierrot. (2014) in their report alooffee barometer
2014, have mentioned that world coffee consumpisogrowing steadily at
around 2.5 Per Cent per year, and the demand fi@ecis on the rise. Growth
is fastest in the emerging markets, suchas tho&astern Europe and Asia,
and in the coffee producing countries themselvég demand is expected to
reach 165 million of 60 kg bags in 2020 and caltsafound 15 percent increase
in green bean production over the next 5 yearsrellyea shift in demand
preference towards Robusta coffee has to be fattoreGlobal production
averages 12 bags per hectare. If the productiomtfalhas to be met by
expanding the land under coffee cultivation, itlwigkcessitate opening up at
least one million hectares of mostly forest covdadl. With the increased
pressure on land resources, a more sustainabléosols to produce more
coffee per unit of land, water and agrochemicalsinboease and maintain

guality and quantity in the long-term, it is of patount importance to focus on



ensuring that women and the next generation ofdesmemain in, and benefit

from coffee production.

Jacob and Job (2015) studied the trends of areduption, productivity
and exports of Indian pepper over a period fronb18@to 2013-14 by dividing
the period into three sub-periods. He reported #éineh and production have
shown a declining trend in period 3 when compaeegderiod 1 and period 2.
Whereas the export unit value had shown a comparaicrease in period 3
due to increased due to the declining trend in gecbdn of pepper. While

productivity had shown a positive trend in periodBong all the periods.

Ramamoorthy and Jeyalakshmi (2016) studied thetgroates in area,
production and productivity of coffee in India owemperiod from 1970-71 to
2013- 14 by dividing into pre-Liberalization and pagberalization periods.
They reported that area, production and productidye shown a positive
growth rate in both preLiberalization and post-Lillieedion periods except the
productivity in postliberalization. They statedttHactuations in prices was the
main reason for the changes in production. Thegloded that there was scope
for increasing the coffee production and exportdnidia by increasing the

guality.

Das and Zirmire (2018) in their study on tea indust India, they
studied the present status of Indian tea industny #he growth rates of
production, export and import of Indian tea over pgeriod of 12 years from
2003 to 2015. They reported that the compound groatiss of production,
exports and imports of Indian tea were 2.86 pet,deR2 per cent and 0.78 per
cent respectively indicating an increase in pradactand exports were
increasing over the period than imports. They aslated that, even though there
was an increase in the exports, but the share pdrexin production has
decreased from 43 per cent (2006) to 34 per c&15)2

Babu et al. (2019) studied the trends in arealymtion and productivity
of type-wise Indian coffee. They reported that Redesffee had shown more

growth in production than the Arabica coffee, whaseEa and productivity were
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declining. Overall growth rates of area and proucof coffee have shown

positive trend while productivity had shown a deiclg trend. They also

observed the percentages of area and productiarabica and Robusta coffee
in overall coffee and he reported that the produygtiof Robusta coffee was

higher than the Arabica.

2.2. STUDIESRELATED TO VALUE CHAIN MAPPING

Fitter and kaplinksy (2001) in Copenhagen showed, by focusing on
the capacity of value chain analysis to map inpuipot relations, and by
identifying power asymmetries along the chainsipossible to analyze the
factors explaining inter-country distributional ooimes. This article applies
value-chain analysis to an agricultural ‘commodityhich is in the process of
significant change in final product markets (coffdeis concluded that there
Is a simultaneous process of power concentratiamporting countries and
power deconcentration in producing countries. hypothesized that similar

trends can be observed in other agricultural- baakee chains.

Angula (2010) in his study about determinants wdtainable coffee
marketing channel choice and supply response am@agic and utz certified
smallholder farmers, evidence from Uganda, foumad ¢bffee growers may be
attracted by price premiums offered by the suskdnaoffee marketing
channel, although its overall impact appears tdirbiged. This may reflect a
cost-benefit assessment on the part of the farmedeciding whether the
premium offered is worth investing in quality. Thias important implications
in that the distribution of the price premium withthe supply chain is
important if farmers’ participation is to be englirAccess to credit was found
to be a constraint for the amount of coffee offei@dsale to the sustainable
coffee marketing channel. Access to credit endlesers to make necessary
investments in the quality of their coffee and nuplity requirements of this

channel.

Chepng'enoteal. (2010) revealed that the tea buying with in thelbma
holder subsector had been the exclusive role ofyehea Development
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Agency (KTDA) before 2000 when the sector was Hiiged leading to the
emergence of two marketing systems. The study wadumbed in Nandi North
District with the objective of establishing whettibere is a difference in the
farm gate prices associated with the existing margehannels of KTDA and
non KTDA. They suggested that profitability of thmallholder tea enterprise
can be improved by advising farmers to sell thesegleaf through channels
that realize better earnings. The study recommémalsways of improving
profitability of the smallholder tea enterprise glibbe established.

Anteneh and Ruben. (2011) in their study entitliedttors affecting
coffee farmers market outlet choice, the case dafaiBa zone, Ethiopia
highlights that access to market in the fofdifferent channels for coffee
farmers is crucial for exploiting the potentialaniffee production to contribute
to increased cash income of rural households.

Tonietal. (2012) supply chain in coffee industry can be d@dahto two
categories: vertical integration and fragmentedvosdts. Global companies
such as Nestle and Maxwell House utilize vertioégration supply chain in
order to achieve greater level of profit margin aode able to monitor the
guality of the product. Fragmented supply chaintleother hand, involves
dealing with specialized network actors such asvgre, roasters and local
traders in a direct manner with the aim of estabig strategic relationships.

Higuchi et al. (2012) in their research paper on the impact ofasoc
economic characteristics on coffee farmers' mangathannel choice, evidence
from Villa Rica, Peru, mentioned that the internaeis focus solely on higher
prices while marketing organizations offer bendbtsheir members. A survey
of 60 producers was carried out in June 2011 ita\Rlica. They are used a
binary logistic model in order to show how thesarelgteristics affect farmers'
choice of which marketing channel to use to distieltheir product. The results
demonstrated that farmers who are keen to receselnical assistance
participate in the marketing organizations. Theseffeeo marketing
organizations should look for ways to improve thdemsion component
through training and knowledge transfers to smadkofarmers.
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Ngabitsinze (2012) in his study mentions that, gesticipation in
speciality coffee marketing channels and partiagmain cooperatives both
serve to increase prices received by producerssiliogy also showed that the
level of incomes between small farmers who werecooperatives members
was different from small farmers who participate dooperatives system.
Membership in the cooperative increases the pdisgita produce high quality
of coffee cherries and to receive a good levermfp but to become a member
of those cooperatives, small farmers need to hareyroffee trees and a good
level of education. The study concluded that govermt of Rwanda could do
even more to support the small farmers who arenvatived in cooperatives
and associations system. The government can assst by giving the
phytosanitary products, transportation assistaamoe,control seriously the use

of phytosanitary products.

Groveret al. (2013) revealed that kinnow growers in the stateewe
benefitted by selling their produce through diretiarketing/emerging
marketing channels (EMC). Despite incurring higherketing costs, the net
price received by them was about 20 per cent hitfear those received by
farmers who disposed of their produce through ti@til marketing channel
(TMC) viz., pre-harvest contractors. The share oih&im growers in the price
paid by consumer under TMC was only 33.70 per eemie the same in case
of EMC was 55 per cent. However, the marketing dpers of EMC are very
limited enabling only a few farmers to secure hrgpece. He suggested an
expansion of such innovative/direct/emerging mamnkethannels for fruits in

an organized manner, coupled with upgraded manietstructure.
2.3. STUDIESRELATED TO VALUE CHAIN ANALYSIS

Rao et al. (2010) studied the implementation dlietsi value chain pilot
project under the NAIP to create demand for sorgkhnmough diversification
in farm production, procurement, ultimately aimiageconomic benefits to
both farmers and other stakeholders. The inconmenién the preparation of

sorghum foods was the important reason for theedser in its consumption,
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which had been eliminated through development avenient and ready-to-
eat /cook foods. The study observed that linkingplithe entire stakeholders
through value addition throughout the value chaisteam would renew and
uplift the diminishing sorghum area and productmal its ultimate economic

benefits to farmers and other stakeholders in &h@aschain.

Kumar et al. (2012) worked on value chain analydisnaize seed
delivery system in public and private sectors ihdi The study has mapped
the value chain of public and private seed systeynsonducting surveys of
seed producers, farmers, seed distributors, praege companies and public
research institutions as to understand the deliggsfem of maize seed in a
value chain perspective and has brought out the foeea greater emphasis on
integration of different stakeholders involved imetchain. The enabling
environment from the government policies to suppenvices needs to be

reoriented towards enhancing efficiency in seed/ésf in the state.

Kakkar (2014) in his study employed a value clzgiproach to examine
the factors that affect chickpea production, veddelition at each stage and
marketing of chickpea. The overall results reve#tatleven though diversified
value addition is done for chickpea and marginshagke for finished products,
due share in the consumer’s rupee is not receiyetthd farmers. The study
suggested the development of inclusive value cloesafeguard the interest of

smallholder farmers, who remain at risk of profititne least from agriculture.

Mugisha et al. (2014) analysed the value chaigfoundnuts in Uganda
with the specific objectives of characterizing kieg actors along the groundnut
value chain; determine the costs and value addstyahe groundnut value
chain; and determine the constraints and oppordsniim the value chain and
suggest ways to upgrade the chain. The processme mainly involved in
shelling groundnuts in cases where they boughtallesh milling into flour,
packaging and reselling. The main quality attrisuieonsidered by the
groundnut value chain actors was grain size, dieesd of the grain, moisture

content and grain colour. The different actors quened different activities
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along the value chain, and hence incurred diffecests. Activities done by the
majority of the wholesalers and retailers wereisgrtpackaging, storing and

sometimes shelling.

Luna and Wilson (2015) worked on value chains dfeeoin Chiapas,
Mexico. They identified fair trade and verticalegtation represent two popular
approaches for enhancing the incomes of organameadels in a volatile coffee
market as compared to the uncertain plight of iedeent, non-affiliated
growers in the study area. A mixed method approatitizing informal
interviews and a household survey in Chiapas, Mexanalyzed three coffee
trading regimes: independent, non-affiiated famgneland growers in
cooperatives pursuing a fair trade or verticalgnéion strategy. Survey and
econometric results indicate that concentratiorsecialty coffee production
with a portfolio of foreign contracts is economlggbreferable to a vertically
integrated cooperative, which in turn produces ni@verable coffee prices for
smallholders than the non-affiliated conventiora@lyote-dominated trading

system.

Kumari et al. (2018) made an attempt to studydeathain analysis of
major pulses in Bihar”. The findings of the studglicated that 90 Per Cent of
farmers sold their produce just after harvest éovilage trader/in local market
to meet out the operational expenditure. Producdrage in consumer rupee
was worked out to only 60 Per Cent through maimokaused by the majority
of farmers in study area and value addition netwodkcates that producers
share reduced due to higher marketing marginsh€uitwas also noticed that
30 Per Cent of produce get lost every year beforeeéch into the market.
Appropriate backward and forward linkages of p@sawers with marketing
were also analysed to generate better returns fralses. There is a need to
enabling environment through the government pdittesupport services for

enhancing marketing efficiency of selected markdiihar.

Anggadwitaet al. (2019) analysed the value chain model in coffegpsh
business in Bandung by mapping the input-outpaticiship, and identifying

14



strength factors along the value chain. The ressiiswed that the main
activities and supporters in the coffee shop vehan in Bandung involve four
main actors, namely local coffee farmers, coffadérs, processing industries,
and coffee shops. The procurement of raw matefwalsoasting can be met
from local coffee farmers and local coffee tradérbe coffee production
process runs quite well because each shop hasdsakigh modern and manual
coffee-making techniques. The process of raw mat@nacurement and
product distribution can be fulfilled due to thgport of access and adequate
shop facilities. Production technology used id s@éimi-modern. The ordering
technology of coffee products is still semi-modam not digital, so it needs
to be developed to produce a regular and systerpabiduct ordering and
recording. In addition, the coffee shops have hlbgood human resources by
having an expert roaster and the baristas arebleliam processing and
manufacturing of coffee products. This researobxected to be a reference
for further research on exploration of solutionswercoming management and
operational problems in coffee shops. In additesgeries of identification of
value chain processes in this study is expect@dawade added value for both

business and consumers in coffee shops.

Chengappat al. (2019) made an attempt to study “value chain ansly
of conventional, certified, and organic coffee mdia”. The findings of the
study indicated that coffee value chains are lgrgkffused in nature with
limited coordination in terms of quality and spesations in the conventional
chain. Coordination is stronger in certified andaoric chains, but incentives
and motivation for upgrading largely stem from indual efforts to add value
rather than those taking place at the chain l&elarly, organic and certified
coffee proved beneficial as compared to conventicofiee in terms of gains
to the actors and sustainability point of view. Thisra potential niche for India
to develop eco-friendly coffees by leveraging tteural environment and
biodiversity present in its coffee growing regiolfestern Ghats, a hotspot of
biodiversity. These suggest that integrating sualaiity principles in a broad-

15



based branding strategy could be difficult at tbeel of the chain without
institutional support.

Grant Thornton (2019) conducted a study on vahencanalysis of
bengal gram in Rajasthan where RACP was operdtmgfindings of the study
reported that in gram value chain, farmers weregyatitng higher remuneration
or value for their produce due to lack of directkhhges with processors or
consumer market. The report suggested that thesd \Wwekages can be
removed with the intervention opportunities suctsesiing up a FPC in the
cluster and then tie up of FPCs through FCSC withs like Patanjali, Tata,
dal mill associations/MSME firms, housing socieiiesirban areas and retalil
outlets. There is also scope for facilitation arsups from among FPOs or
individual entrepreneurs in secondary processingatife-added products of
chickpea like dal, besan and roasted gram, etc. Waisld spur vertical
business integration and diversify portfolios tduee their vulnerabilities.

24. STUDIES RELATED TO CONSTRAINTS FACED BY
DIFFERENT ACTORSIN THE VALUE CHAIN.

Tiwari (2010) in his study entitled, agriculturally review for coffee
promotion in Nepal, highlights that coffee is ont tbe important cash
generative crops in the mid hills of Nepal. Coffdeeing an important high
value crop, is mostly grown in marginal areas vaimimum use of improved
technologies. In line with the focus of agricultuplicies, the concerned
organizations have not taken adequate initiatieegHe promotion of coffee
cultivation. In Nepal majority of coffee is wet messed, which is considered
best method for good quality coffee. However, thexdack of updated
manpower and improved technologies to work indnéa. As a result of which,
guality of Nepalese coffee is below internatiortahslard. Around 65 percent
of Nepalese coffee is exported and the rest amsymbcessed and supplied in
the domestic market. Majority of coffee is exportieugh personal contact of
traders rather than institutionalized marketingreted. Therefore, there is gap
between what policies have stated and what actisaiflgplemented in the real
fields for the promotion of coffee.
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Smith (2010) in his study entitled, the evolutmincoffee markets for
sustainable development: a Honduran cooperativgiereence with fair trade,
explores the barriers coffee farmers of coopeedfipan in western Honduras
face in effectively participating in the fair tradearket, as well as the
opportunities fair trade offers in improving thendttions of these farmers and
the environment. It also highlights the politicableeconomic relationships that
constitute the global coffee industry and the ménlgs between points of
production and consumption along the coffee valhairc Fair Trade has
become an important alternative trade strategyhe world economy asit
confronts the power inequalities and exploitatiaithin the North-South trade

relations.

Hazarika (2011) in her study on changing markehado for Indian tea
found that in the recent past due to oversupplgafgainst demand, the market
strategy has shifted from the seller market tobilmger market. Though export
market of Indian teais losing its position, thetraternative will be domestic
market, which has shown a trend in increase in dem#&he tea producers
should try to understand market demand which ig ieportant for long term
sustainability of the industry. If they take propettiative in the marketing
field, they can achieve higher margin of profit.

Kodigehalli (2011) in his study on value chain lga& for coffee in
Karnataka, India, highlights that the coffee undesgvarious processing stages
by the time it reaches the consumer. At each stepealue added to it increases
and takes a new form. It is clear that althoughrketas the major player, trust
between producers and intermediaries play a majerin the transaction. In
Indian coffee market, most of the produce is inezhdo exports. Quality
standards play an important role in gaining actessternational producers.
However, small producers are yet to reach the satalsdrequired for the
international market and are getting a smalleresimaithe profit of the value
addition process. The study mentioned that collecdiction of the producers
helps them to increase the bargaining power argeta higher share in the
value chain process.
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Dowdall (2012) in his study entitled, small farmmaarket knowledge
and specialty coffee commodity chains in westerghlainds Guatemala,
highlights that for producers motivated by theiwngtatus as self-employed,
landowning, capitalist coffee growers, specialtffe® presents an opportunity
to proactively change the way they participaténminternational market. Now
responsible for determining their own path, margdpicers have jumped at the
chance to enhance the value of their product anitipate in the new ‘fair
trade’ market. But recent trends in the internalocoffee price have led
many producers to wonder why their efforts to pe®la certified FairTrade
and organic product are not generating the privar@dge they had anticipated.

Mohanet al. (2013) while studying the marketing of Indian sgiees a
challengein India have opined that there is tredoas importance of spices; it
Is rather unfortunate that the sector has not melighe required level of
development becauseof the problems in the marketimpply chain, exports,
pre and post harvesting activities. On the one hHaeg have to deal with
hundreds of small-scale farmers who want a goazkedar their produce. On
the other hand, exporters need to deliver prodinas comply with quality
requirements and increasingly with social and emwitental standards of
volatile markets. This requires costly quality mgement systems and training
of farmers.

Perke et al. (2017) studied constraints in pradocand marketing of
soybean in Hingli district of Maharashtra. The @haresults showed that major
constraints felt by soybean growers in producti@men75.83 per cent soybean
growers faced the problem of attack of insect, p@st diseases on soybean
crop followed by low prices of soybean at the twhéarvesting faced by 71.66
per cent. Soybean growers about 62.50 per cenessg@d as non-availability
of labour at the time of harvest and day to dagtélations in the price of
soybean was also a problem expressed by 60.83peptsoybean growers.
Nearly 54.16 per cent of the farmers had sold gmybean just after harvesting
because of lack of storage facilities as major @b Similarly, 41.66 per cent
soybean growers expressed that weed problem. B&r33nt soybean growers
faced the constraint of high transport charge@6er cent growers face the
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problem of high labour charges and followed by higmmission charges by
16.66 per cent of soybean growers.

Gohain and Singh (2018) conducted a study on sisaty problems and
constraints faced by farmers in marketing of paddygat, maize and cotton in
Punjab. The results from the study indicated thatrhost important problem
identified by the farmers in the marketing of padayl wheat was the delay in
procurement of paddy in the markets followed bydeduction of payments by
commission agents due to higher moisture contetitargrains. However, the
major problem during marketing of basmati was thglatative practices by
the intermediaries followed by lack of public proemnent. The problem faced
by majority of farmers in the marketing of maizedarotton was the lack of
public procurement of the produce and lack of reanative price of the crop
respectively.

Kumar et al. (2019) studied the constraints faced by the fasme
production and marketing of vegetables in Haryarftae major marketing
related constraints faced by farmers were lack afket information, higher
price fluctuations, higher amount of price spreadlpractices in weighing and
storing of vegetables, problem of storage facditiack of processing units,
high cost of labour, high transportation cost aakhylin payments.

Das and Mishra (2019) highlighted that the higlvadétie addition took
place at industry level and the net incomes of ktealgrowers and green leaf
collectors were Rs. 2.63 and Rs. 1.86 per kilog@ngreen tea leaves
respectively; and for processors, wholesalers atailers these were Rs. 20.00,
Rs. 2.50 and Rs. 4.00 per kilogram of made tepemively. They relieved that
non-availability of workers in the peak pluckingasen, lower price of green
tea leaves, non-settlement of land records of thellstea growers in the
government offices and high price fluctuation oéemn tea leaves were the
common problems faced by the small tea growersnduproduction and
marketing of green tea leaves.
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Chapter- 111

MATERIAL AND METHODS

The present study was carried out in Andhra Pradegi special

emphasis on Visakhapatnam district and specialbjm@ku valley region. An

attempt has been made in this chapter to desdrédbeampling design, nature

of data collection and various analytical toolsngeemployed in achieving the

objectives of the present study in the following:

3.1

3.2

3.3

3.4

3.5

31

Sampling design

Study period

Collection of data

Tools of analysis

Terms used in the study
SAMPLING DESIGN

Purposive sampling, probability propoml and snow ball sampling

techniques were used for selection of farmers affdrent actors/players

required for the study. Two mandals in the distwete selected based on the

maximum area under coffee Plantation. Similarljipfeing the same criterion

two villages in each mandal were selected. A tofafour villages were

selected. In each village the coffee growers wdeamntified. Among them

sample farmers were selected based on the crdétiaal number of coffee

growers in each village by using probability prammral sampling technique.

The required number of farmers was selected frorh galage by interview

method thus making a total sample of 60.

3.1.1 Selection of District

In Andhra Pradesh coffee plantation is mainly obsgé in the

Visakhapatnam and some parts of East Godavari. Anleagnajor coffee
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growing districts, Visakhapatnam was selectedHerresent study as it stands

first in area and production of coffee in Andhradresh.
3.1.2 Selection of Mandals

The second stage of sampling pertainbdgcselection of the mandals.
Two mandals from Visakhapatnam viz., Araku velly &atleru were selected
as they happen to contribute sizably to area anduation of coffee in the

district. This data is obtained from the respectdfee Board of India offices.
3.1.3 Selection of Villages

The selection of villages formed the thsthge of sampling. Two
villages from each mandal namely Siragam and Vantina villages from
Araku valley mandal, Minumuluru and Gurramgaruvilages from Paderu
mandal were selected as they were the highest €plamtation villages in the

respective mandals.
3.1.4 Selection of Farmers

From each village, sample farmers welecsed based on the criteria of
total number of coffee growers by using probabilipportional sampling
technique. The required primary data is obtainednfelected number of

farmers from each village by interview method mgkénsample of 60.
3.1.5 Selection of actors/Stakeholders

The present study also intended to study the diftestakeholders
involved at different stages of the value chaircoffee, their roles and key
activities. After identifying different value charof coffee in study area, a
sample of traders (4), Roasters (2) and Exportenéte identified and selected
through snowball sampling technique. Additionalthes interacted with the
different government agencies like Girijana coopeeacorporation (GCC),
Coffee Board of India, Integrated Tribal Developiné&gency (ITDA) and
facilitators like NGOs, FPOs in the study area.
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3.2 STUDY PERIOD

The primary data was collected from the sampleadgents in respect
of production and marketing of chickpea pertaithi® agricultural year 2020-
21.

3.3 COLLECTION OF DATA

Both primary and secondary data was catedor the present study.
Primary data was collected from the selected fasm&aders, processors,
wholesalers, Exporters, ITDA and GCC through surveyhod with the help
of pre-tested schedules designed for the purpasda8y, secondary data was
collected from the Coffee Board of India, GovtAoP.

A separate set of interview schedules were prédarefarmers and for
the intermediaries. The interview schedule for frsrcovered the aspects such
as general farm and household characteristicspso@nomic parameters like
education, primary and secondary occupation, detailmarketing of coffee,
problems in production, processing and marketing &he schedule for
intermediaries covered the aspects such as quaaniy quality of coffee
handled, and the problems faced by them in theevethain of coffee.

34 TOOLSOFANALYSIS

Keeping in view the objectives of the study, appiate statistical
methods were employed to analyse the data. Thetaahlechniques used in

the study are presented below:
3.4.1 Annual Growth Rate

Annual growth rate is used to measure the chamgaaa, production
and productivity of coffee plantation over the pdrbf a year. The formula to

calculate annual growth rate uses the previousa®arbase.

Annual Growth rate= (Present year - Previous y#aa or production
and or productivity of coffee)/ (Previous year amaproduction and or

productivity of coffee) *100
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3.4.2 Compound Annual Growth Rate Analysis

In order to find out the compound growth rateshwigspect to area,

production and productivity of chickpea, expondrtiaction was used:
Y=al
Where,

Yi= Area, production and productivity of the coffee year t
(dependent variable)

a = Intercept

o
1

Regression coefficient

t = Year which takes value (t=1,2,3 ... ... n) (indeg@ent variable)

Logarithmic transformation was applied to the abagonential

function and hence, the estimating equation was
log Yi=loga+tlogb

The equation was estimated by ordinary least saeatamique (OLS).

Compound growth rate (g) was then estimated by
g = (b"-1)100
Where,
g” = Estimated compound growth rate in pet per year and
b~ = Anti log of b
3.4.3 Price Spread Analysis:

Information on prices prevailed and the costs Ivew in marketing of
coffee at different stages of value chain weresobdld from the farmers, Local-
trader, GCC, NGOs/Facilitators, Local- Roasters, r&ggtors, Exporter and
retailers. The cost of marketing included transpesjghing, loading and
unloading, packing, storage, losses due to spoikagg other incidental

expenses incurred for marketing the produce. Irptbeess of value chain of

23



coffee, the difference between price paid by thesamer and that received by
the coffee grower for an equivalent quantity ofdarce was defined as “price
spread”. Data on profits of the various market fiomaries involved in moving
the produce from the initial point of productiofi it reached the ultimate
exporter were collected and in the domestic vahaarcit covers the consumer
purchase price. In this study, sum-of-average greagin method was used in

the estimation of price spread.
Total Cost of Marketing

The total cost incurred on marketing either in cashn kind by the
producer (seller) and by the various intermediame®lved in the sale and

purchase of commodity till it reaches the ultimed@sumer, may be follows:

C=G+GCnu+GCn+Cns.... .. ... + Gnn
Where,
C = Total cost of marketing of the commodity
Cs = Cost paid by the producer from the time thedpoe leaves the farm
till he sells it

Cmn = Cost incurred by the nth middlemen in the psscef buying and

selling the product
3.4.4 Markov Chain Analysis

The India arabica coffee importing coig®tthas been categorized into
top nine countries and the rest as others viz,. Naty, Belgium, Germany, U.S.
A, Switzerland, United Kingdom, France, AustraRaissian Federation and the
remaining countries were categorized under otA@rsassess the direction of
trade and changing pattern of Indian arabica coffe®ng the importing

regions Markov chain analysis was employed.

Markov chain analysis is engaged to analyse tetstral changes in a
system whose progress can be measured in a sigienoe variable. This is

the method of predicting the behaviour of a vagaby analysing the past
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behaviour of that variable. The estimation of traasal probability index is
central to the Markov chain analysis. The element®fthe matrix P will
indicate the switching of exports from country icuntry | by the wearing of
time. The row elements will indicate the retentiawhabilities and loss of
trade, while the column elements will indicate th&ention probabilities and
the gain of the trade with the during the studyqeerThe diagonal elements of
the matrix P will indicate the retention probalmels of respective regions.
Therefore, examination of the diagonal elements stibw the loyalty of an

importing country towards a commaodity.

In this study the average Indian arabica coffeeodxpto a particular
country were considered to be a random variablelwtiepends only on its past

exports to that country, which can be algebraicadigoted as
Ei= Z E." R+
i=1

whereas,
Yt : exports from India during the year t to jth @i
Eit-1: export to ith region during the year t-1.
Pi: the probability that exports will shift from itlegion to jth region.
Eit : Error term which is statistically independen&itf-1.
n : the number of importing regions and
t : the number of years considered for the analysis
Transitional probabilities that candveanged in (cxr) matrix with the

following properties.

P =1
=)

Where, X Pij<1
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Thus, the expected export shares of each regianglthre period ‘t’
were obtained by multiplying the exports to thasgions in the previous period
(t-1) with the transitional probability matrix.

There are a handful approaches to calculate thsiti@al probabilities
of Markov chain model like Bayesian maximum likeldd, weighted restricted
least squares, unweighted restricted least squcesn the present context
Minimum Absolute Deviation (MAD) was used to calad transitional

probabilities which minimize the sum of absoluteidgons.

The conventional linear programming techniques wesed as this
satisfies the properties of transitional probabsitof non-negativity restriction

and sum constraints in estimation. The linear prognang formulation is

stated as
Min, O P*+l e
Subject to,
XP*+V=Y
GP*=1
P*0
Where,

P*. vector of the probabilgi®i]

O: vector of zero

I: an appropriately dimensiovectors of areas
e: vector of absolute error

Y: vector of exports to eaelgion

X: block diagonal matrix ofyiged Y values

V: vector of errors

G: a group matrix to add rdengents of P arranged in P* to unity.
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Prediction quantities of Indian arabica coffeeaxpto different regions
were estimated by using:

t BB * T
=B Bia * T
Where,
BO: Quantity of exports in base gear
B t+i: Quantity of arabica coffeegexts in next year (prediction)
T: Transitional probability matrix.
3.4.3 Descriptive Analysis

Averages and percentages were used to examingh#racteristics of
sample farm households such as age, literacy staidssize of operational
holdings, production and marketing of coffee cdstaffee production.

3.5. TERMSUSED IN THE STUDY
The following are the terms and concepts used iptasent study.
3.5.1 Markov chain analysis

A method used to forecast the value of a varialhlese future value is
influenced only by its current position or statet by any prior activity that led
the variable to its current position or state.

3.5.2 Transitional probability matrix
A matrix which represents one step probabilities
3.5.3 Direction of trade

Change in the export of commodity among the impgrtegions year-
on-year

3.5.4 Parchment coffee
Coffee obtained after removal of top layers of¢bffee cheery.
3.5.5 Social Infrastructure

It covers Health care, Education, employment fifrsestain etc.

27



Chapter — IV

Results & Discussion






Chapter-1V
RESULTSAND DISCUSSION

Keeping in the view of presenting the findings loé tstudy, the data
was analyzed by using appropriate analytical tobh® findings of the study

are discussed under following sections.

4.1. Growth rates in terms of area, production pratiuctivity of Indian
coffee.

4.2. Socio-economic characteristics of the sarfgslaers.
4.3. Identification of actors in Araku Coffee valahain

4.4. Mapping and analyzing of existing coffee ealchains in Araku

valley.
4.5. Constraints in different stages of Araku exaltoffee value chain.

41. GROWTH RATESIN TERMSOF AREA, PRODUCTION AND
PRODUCTIVITY OF INDIAN COFFEE

4.1.1. Growth Ratesin terms of Area, Production of I ndian Coffee from
2000-01 to 2020-21

The secondary data pertaining to area and produofidndian coffee
from 2000-01 to 2020-21 was obtained from Coffeeaoof India. The
annual growth rates and Compound Annual Growth RG#®GR)s were

calculated for the data obtained and the results weesented in Table 4.1.

A perusal ofTable 4.1., inferred that the annual growth ratearea
under coffee were highly fluctuating during thedstyperiod i.e., from 2000-
01 to 2020- 21. A significant increase in the anmurawth rate of cultivated
area under coffee was observed in the year 201@22 per cent) and a
significant decrease in the annual growth rateutiivated area under coffee
was observed in the year 2002- 03 (-0.04 per cButing the study period, a

significant increase in the annual growth rate offee production was
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observed during the year 2020-21 (12.08 per cent}lze significant decrease
was observed in the year 2016-17 (-10.34 per cent).

The calculated CAGR of cultivated area under coffesn 2000-01 to
2020-21 was 1.59 per cent. This indicated that aomimcrease in area under
coffee in India was over the last 21 years. The CAGR Indian coffee
production and productivity during the study periwds 1.01 per cent and -
0.57 per cent respectively. This shows that pradiigtvas decreased though
the production had increased during the study gderidis was because of
new coffee plantations were fallen up, coffee dvadring only after 3 years

of plantation.

Growth rates of area, production and productivityndian coffee from
2000-01 to 2020-21 is depicted in Fig 4.1.
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Table4.1 Growth rates of area, production and productivity of Indian
coffee from 2000-01 to 2020-21.
Annual Annual Annual
Y ear Area growth | Production rowth rate growth
(ha) rate (Per (MT) g(Per Cent) Productivity | rate (Per
Cent) (Kg/ha) Cent)
2000-01 313934 301200 959
2001-02 320737 2.17 300600 -0.20 937 -2.29
2002-03 320615 -0.04 275275 -8.42 859 -8.32
2003-04 325124 1.41 270500 -1.73 832 -3.14
2004-05 333338 2.53 275500 1.85 826 -0.72
2005-06 341351 2.40 274000 -0.54 803 -2.78
2006-07 343040 0.49 288000 5.11 840 4.61
2007-08 344508 0.43 262000 -9.03 761 -9.40
2008-09 350500 1.74 262300 0.11 748 -1.71
2009-10 355502 1.43 289600 10.41 815 8.96
2010-11 360485 1.40 302000 4.28 838 2.82
2011-12 368687 2.28 314000 3.97 852 1.67
2012-13 376305 2.07 318200 1.34 846 -0.70
2013-14 381304 1.33 304500 -4.31 799 -5.56
2014-15 386195 1.28 327000 7.39 847 6.01
2015-16 397147 2.84 348000 6.42 876 3.42
2016-17 409924 3.22 312000 -10.34 761 -13.13
2017-18 413020 0.76 316000 1.28 765 0.53
2018-19 416741 0.90 319500 1.11 767 0.26
2019-20 418167 0.34 298000 -6.73 713 -7.04
2020-21 422924 1.14 334000 12.08 790 10.80
Compound
annual
growth rate 1.59 101 -0.57
(Per Cent)
«=@=Area(ha) Production(MT)
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Fig. 4.1 Area and production of Indian coffee from 2000-01 to 2020-21.

Source-www.indiacoffee.org
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4.1.2. Compound Annual Growth Ratesof Area Under Arabica Coffee,
Robusta coffee and Total coffee from 2000-01 to 2020-21
The data pertaining to area under arabica coffeerabdsta coffee
from 2000-01 to 2020-21 was collected from coffegail of India. The
compound annual growth rates are computed frond#te obtained and the
results were tabulated in table below.

Table4.2 Compound annual growth rates of area under arabica coffee,

robusta coffee and Total coffee from 2000-01 to 2020-21

Y ear Areain hectares
Arabica Robusta Total

2000-01 146502 167432 313934

2001-02 149056 171681 320737
2002-03 146780 173835 320615
2003-04 148389 176735 325124
2004-05 153280 180058 333338
2005-06 151547 189804 341351
2006-07 151861 191179 343040
2007-08 151013 193495 344508
2008-09 156421 194079 350500
2009-10 159828 195674 355502
2010-11 163737 196748 360485
2011-12 169906 198781 368687
2012-13 176131 200174 376305
2013-14 181129 200175 381304
2014-15 185978 200217 386195
2015-16 192734 204413 397147
2016-17 195412 214512 409924
2017-18 198671 214349 413020
2018-19 202218 214523 416741
2019-20 203546 214621 418167
2020-21 207060 215864 422924

Compound
annual growth 2.07 1.74 1.59
rate (Per Cent)

(Source-coffee Board of India)
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From the Table 4.2 it can be inferred that during study period i.e.,
from 2000-01 to 2020-21. the cultivation area undesbica coffee was
recorded highest in the year 2020-21 (207060 hestaand the lowest was
observed in the year 2000-01 (146502 hectares).higteest cultivated area
under robusta coffee was observed in the year 202215864 hectares),

while the lowest was observed in the year 2000-®2432 hectares).

The results of CAGRs of area under both arabicarahdsta coffee
were 2.07 per cent and 1.74 per cent during thaygperiod i.e., from 2000-
01 to 2020- 21. The CAGR of Arabica coffee was bigiman robusta coffee,
which indicated that area under arabica coffeeihagased more compared
to area under robusta coffee.

The cultivated area of both arabica and robusta cwedly from 2000-
01 to 2020-21 had shown a CAGR of 1.59 per centatithg a moderate
increase in total area during study period. Aredivaied under arabica,
robusta and total coffee from 2000-01 to 2020-2deicted in Fig 4.2

Area in hectares
450000
400000
350000

300000

£ 250000
4]
9 200000
<
150000
100000
50000
0
& d@ Ng QP 6? NSRS AN NN BN BN N SN BN I S e
& c§b c?P ST PO
T S S S B S S S S N S S A S A S S S A A S SO S ¥
Year
I Arabica Area (ha) s Robusta Area (ha) Total Area (ha) Linear (Total Area (ha))

Fig 4.2 Area under Arabica, Robusta and total coffee in India from 2000-
01 to 2020-21.
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4.1.3. Compound Annual Growth Rates of Production of Arabica,
Robusta and Total coffee from 2001-02 to 2020-21.

The secondary data pertaining to production of aealsind robusta
coffee from 2001-02 to 2020-21 was obtained froffieeoBoard of India. The
compound annual growth rates were estimated ancethits are presented in
the Table 4.3.

From the Table 4.3 it can be inferred that, overdtugly period i.e.,
from 2001-02 to 2020-21, the production of arabocdfee was recorded
highest in the year 2001-02 (121050 metric tonaesl) the lowest production
in the year 2008-09 (79500 metric tonnes). The lagpeoduction of robusta
coffee during the study period was recorded inyhar 2015-16 (244500
metric tonnes) and the lowest was recorded in thar Y003-04 (168550
metric tonnes). The total coffee during the studyiqd has shown a record
highest production of 348000 metric tonnes werendsd in the year 2015-16
and lowest production of 262000 metric tonnes waonded in the year
2007-08.

The CAGR arabica coffee and robusta coffee prodadtmm 2001-02
to 2020- 21 were -0.47 per cent and 1.77 per ampueactively. The CAGR of
production of robusta coffee was higher than aeabiffee which indicated
that production of robusta coffee had increasedentioan the production of
arabica coffee during the study period. The overaffee production had
shown a CAGR of 1.01 per cent indicating a moderateease in production

during the study period.

Production of arabica, robusta and overall coffemnf 2001-02 to
2020-21 is illustrated in Fig.4.3.
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Table4.3 Compound annual growth rates of production of Indian

Arabica, Robusta and total coffee from 2001-02 to 2020-21

Y ear Production in metric tonnes
Arabica Robusta Total

2001-02 121050 179550 300600
2002-03 102125 173150 275275
2003-04 101950 168550 270500
2004-05 103400 172100 275500
2005-06 94000 180000 274000
2006-07 99700 188300 288000
2007-08 92500 169500 262000
2008-09 79500 182800 262300
2009-10 94600 195000 289600
2010-11 94140 207860 302000
2011-12 101500 212500 314000
2012-13 98600 219600 318200
2013-14 102200 202300 304500
2014-15 98000 229000 327000
2015-16 103500 244500 348000
2016-17 95000 217000 312000
2017-18 95000 221000 316000
2018-19 95000 224500 319500
2019-20 87000 211000 298000
2020-21 99000 235000 334000

Compound

nnual
grg‘wt#fate -0.47 1.77 1.01
(Per Cent)

(Source-coffee Board of India)
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4.1.4. Growth Rates of area under Arabica and Robusta coffee in the
state of Andhra Pradesh 2010-11 to 2020-21.

The secondary data pertaining to area under arabdaobusta coffee
in the state Andhra Pradesh from 2010-11 to 202@+24 obtained from the
database of coffee Board of India. The annual dgiaates and CAGRs were

estimated for the data and presented in Table 4.4.

Thus, it can be inferred that the annual growthsraik area under
arabica and robusta coffee in Andhra Pradesh wighdyhfluctuating during
the study period i.e. from 2010-11 to 2020-21. gngicant increase Iin the
annual growth rates of area under arabica coffeeolaerved during the year
2012-13 (13.10 per cent) and a significant decraas@nual growth rates of

arabica coffee was observed in the year 2019-Z0 (3er cent).

Table4.4 Growth rates of area planted under Arabica and Robusta
coffeein Andhra Pradesh from 2010-11 to 2020-21.

Y ear Area under Arabica and Robusta coffee in hectares
Arabica Ann lzglergré)‘\;vntg rate Robusta f\arggtzglergrg;vnttr)\

2010-11 35159 - 268 -
2011-12 37487 6.62 268 0.00
2012-13 42398 13.10 268 0.00
2013-14 47099 11.09 268 0.00
2014-15 51807 10.00 267 -0.37
2015-16 54777 5.73 267 0.00
2016-17 57857 5.62 267 0.00
2017-18 61063 5.54 264 -1.12
2018-19 64674 5.91 264 0.00
2019-20 67075 3.71 264 0.00
2020-21 71149 6.07 264 0.00
CAGR 7.29 -0.19

(Source-Coffee Board of India)

Area under robusta coffee stands constant mannanmual growth
rates and slight decrease in annual growth ratese# under robusta coffee
was observed during the years of 2014-15 and 281with growth rates of -

0.37 per cent and -1.12 per cent respectively.
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The results of compound annual growth rafegrea under arabica and
robusta coffee in Andhra Pradesh from 2010-11 20221 were 7.29 per cent
and -0.19 per cent respectively. This inferred thadr the eleven years i.e.,
from 2010- 11 to 2020-21, the cultivated area uralabica coffee annual
growth rate was increased and negative compoundahrgnowth rate was

observed for the robusta coffee.

The compound annual growth rates of aredeuarabica and robusta

coffee in Andhra Pradesh is illustrated in Fig 4.4

Area under Arabica and Robusta coffee

AREA IN HA

NP PPN NP SN SO IINP R )
) X 2 o A oS O Q
Q Q D S S D S Y

Vv Vv Vv Vv Vv Vv Vv 9 9 9

Arabica E=EERobusta Linear (Arabica)

Fig4.4 Areaplanted under Arabica and Robusta coffeein the state of
Andhra Pradesh From 2010-11 to 2020-21.

4.1.5. Growth Rates of production under Arabica and Robusta coffee in
Andhra Pradesh From 2010-11 to 2020-21.

The secondary data pertaining to production undarieat and robusta
coffee in the state Andhra Pradesh from 2010-12020-21 was obtained
from the database of coffee Board of India. The ahmmowth rates and
CAGRs were estimated for the data and present&dbie 4.5.
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Thus, it can be inferred that the annual growthsrait production
under arabica and robusta coffee in Andhra Pradesk highly fluctuating
during the study period i.e., from 2010-11 to 2@2A0-A significant increase
in the annual growth rates of production under iaelsoffee was observed
during the year 2015-16 (24.15 per cent) and afgignt decrease in annual
growth rates of arabica coffee was observed inytse 2019-20 (-4.42 per
cent).

Table45 Growth rates of production under Arabica and Robusta
coffeein Andhra Pradesh from 2010-11 to 2020-21.

Year | Production under Arabica and Robusta coffeein Metric Tones
. Annual growth Annual growth rate
Arabica rate(PergCent) Robusta (PergCent)
2010-11 5685 - 65 -
2011-12 5885 3.52 85 30.77
2012-13 5890 0.08 30 -64.71
2013-14 7250 23.09 70 133.33
2014-15 7370 1.66 55 -21.43
2015-16 9150 24.15 50 -9.09
2016-17 9750 6.56 50 0.00
2017-18 9580 -1.74 20 -60.00
2018-19 10850 13.26 50 150.00
2019-20 10370 -4.42 35 -30.00
2020-21 10700 3.18 30 -14.29
CAGR 7.63 -7.42

(Source-Coffee Board of India)

Production under robusta coffee significant inceemsannual growth
rates during the year 2018-19 (150.00 Percent) slight decrease in
production under robusta coffee was observed duhagyears of 2012-13 (-
64.71 Per cent).

The results of compound annual growth rates of ol under
arabica and robusta coffee in Andhra Pradesh froh®-21 to 2020-21 were
7.63 per cent and -7.42 per cent respectively. Tifisrred that over the
Eleven years i.e. from 2010- 11 to 2020-21, the pectdn of arabica coffee
annual growth rate was increased and negative congpannual growth rate

was observed for the robusta coffee.
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The compound annual growth rates of pradoctunder arabica and

robusta coffee in Andhra Pradesh is illustrateBig4.5.

PRODUCTION OF ARABICA AND ROBUSTA
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Figd.5 Production under Arabica and Robusta coffee in the state of
Andhra Pradesh From 2010-11 to 2020-21.

4.2. SOCIO-ECONOMIC CHARACTERISTICS OF THE SAMPLE
FARMERS.

4.2.1. Agegroup profile particulars of Coffee growing Farmers

The age of the sample of coffee growing farmers e@sgorized into
four namely, <25 years, 25-45 years, and 45-60syaad >60 years.

The data was analyzed and the results are preserttdule 4.1

Table 4.6. Details of age group particulars of sample farmers.

S. No Age No of farmers Per cent (%)
1 Below 25 Years 6 10.0
2 25 to 45 Years 26 43.33
3 45 to 60 Years 24 40.0
4 More than 60 Years 4 6.67
Total 60 100
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As per the Table 4.6, shows the age group partEwérthe sample
farmers. Out of 60 sample farmers 43.33 per centespondent farmers
belonged to 25-45 years age group, 40.00 per desaraple farmers were
between 45-60 years age group, 10 per cent of megpd farmers belongs to
below 25 years and 6.67 per cent of respondentefawere more than 60
years group. Only 6.67 per cent of respondent feswere of above 60 years

age group. It can be inferred that most of the &min the age group of 25 to
45 years age.

M Below 25 Years
| 25 to 45 Years
M 45 to 60 Years

Above 60 Years

Fig 4.6 Agegroup profile particularsof coffee Farmers

4.2.2 Literacy Level of Sample Farmers

Based on the education level, the respondent farmehe study area
were categorized into illiterate, primary educati®econdary education,
intermediate and graduation and above. The data weatyzed and the
results are furnished in the Table.4.7.
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Table4.7 Detailson literature level of samplefarmers

S. No Education (Ngrsﬁ?aTr%s) Per cent (%)
1 llliterate 36 60
2 Primary Education 6 10
3 Secondary Education 10 16.67
4 Intermediate 5 8.33
5 Graduation and above 3 5.0
Total 60 100

The results presented in Table 4.7., 60 per cerdrapke farmers were
of illiterate, 16.67 per cent of sample farmers av8econdary educated, 10
per of sample farmers had education up to Primavel] 8.33 per cent of
sample farmers having Intermediate level of edooaéind only 5 per cent of
the sample farmers had graduation and above ldvetlucation. So, it was

observed that, as majority of the farmers werdrétes.

H llliterate

M Primary Education

m Secondary Education
Intermediate

B Graduation and above

Fig 4.7 Literacy Level of Sample Farmers
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4.2.3 Family Size of respondent Farmers

The data regarding family size of the respondenméas were
classified into four categoriesz., Below 4 members, 4-6 members, more than
6 members based on the number of members in thiy/farhe data collected

were analyzed and presented in the Table 4.8.

Table 4.8 Details on Family Size of the Sample Famers

S.No Family size (Numirsqnga?mas) Per cent (%)
1 Below 4 members 30 50
2 4 to 6 members 28 46
3 More than 6 members 2 4
Total 60 100

A glance of Table 4.8, 50 per cent of the sampdpardents were in
the category of Below four members followed by 48 pent of respondents
with 4 to 6 members in family size. 4 per centhef sample farmers had more
than 6 members. The family size revealed that ntgjaf sample coffee

growing farmers ranges above 6 members.

H Below 4 members
M 4 to 6 members

B More than 6 members

Fig 4.8 Family Size of Respondent Farmers
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4.2.4 GrossAnnual Incomelevels of Sample Farmers

In this regard, gross annual income of the sangladrs was collected
and classified into four classesz., below 1,00,000, 1,00,000-2,00,000,
2,00,000-3,00,000 and above 3,00,000. The resudt® \presented on the
following Table 4.9.

Table 4.9 Details on Gross Annual Income of the Respondent Farmers

S. No Gross Annual Income Frequency Percent (%)
(No. of farmers)
1 | Below 1,00,000 8 13.33
2 ]1,00,000-2,00,000 32 53.33
3 | 2,00,000-3,00,000 18 30.00
4 | Above 3,00,000 2 3.34
Total 60 100

Table 4.9 shows that, about 53.33 per cent of safapheers were in
the 1,00,000- 2, 00,000 categories, while 30 pet aesample farmers annual
income was between 2,00,000 to Rs 3,00,000 categjbsyannual income of
13.33 per cent of the respondent farmers was b&l6@,000 categories and
the remaining 3.34 per cent had gross annual ingespmondent farmers were
above 3,00,000. Hence, majority of sample farmerssy annual income
ranges between Rs 1,00,000 — Rs. 2, 00,000.

H Below 1,00,000
= 1,00,000-2,00,000
m 2,00,000-3,00,000

Above 3,00,000

Fig 4.9 Gross Annual Income Particulars of Sample Farmers
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425 Operational Landholdings of Sample Farmers

The data about operational land holdings of samplendrs were

collected and divided into three categones, marginal (< 2.5 acres), small

(2.5-5 acres) and large farmers (> 5 acres) anddbelts are presented in
Table 4.10.

Table 4.10. Operational landholdings of samplefarmers

33

Frequency
I\Slb L andholding (acr es) (No. of Pe(r(;e)nt
farmers)
1 Marginal (< 2.5 acres) 51 85.00
2 Small (2.5 - 5 acres) 8 13.3
3 Large (> 5 acres) 1 1.67
4 Total 60 100

A glance of Table 4.10. represents the operatioaadl Iholding of

sample farmers. Out of total 60 sample farmerd?&5Cent of farmers were

marginal farmers with land holding of below 2.5 exr13.33 Per Cent of

farmers were small farmers having land holding .6f 3 acres and only 1.67

Per Cent of the sample were large farmers havingertan 5 acres. The

operational land holding showed that majority ofnpée farmers were

marginal farmers having operational land holdiregsIthan 2.5 acres.

B Marginal (< 2.5 acres)

m Small (2.5 - 5 acres)

Large (> 5 acres)

Fig 4.10 Operational Landholdings of Sample Farmers
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4.2.6 Farmers experiencein cultivating coffeein the study area

Experience of the coffee growing farmers have bésssified into four
groupsviz., Less than 5 year, 5-10 years, 10-15 years and rhareli years.
The related data were collected and presented ihahke 4.11.

Table4.11 Details on experience in coffee cultivation among sample

farmers.
S. No | Experiencein coffee cultivation Number Per cent (%)
1 | Lessthan 5 years 3 5.00
2 | 5-10 years 37 61.66
3 | 10-15years 8 13.34
4 | More than 15 years 12 20.00
Total 60 100

As per the Table 4.11, shows that 61.66 per cettieosample farmer
have farming experience of 5-10 years, 20 per lsaning more than 15 years
farming experience of coffee, 13.34 per cent redponhfarmers were having
farming experience of 10-15 years and 5 per cemegiondent farmers had
less than 5 years of experience. The farming egpee of majority of the

respondent farmers has 5-10 years’ experiencefiaecoultivation.

M Less than 5 years
W 5-10 years
m 10-15 years

More than 15 years

Fig 4.11 Farmers Experiencein cultivating coffee in the study area
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43 IDENTIFICATION OF ACTORS AND ROLES IN ARAKU
COFFEE VALUE CHAIN

The major actors in araku coffee value chain hawen bdentified and
the data was collected regarding various activitiesg the value chain and
roles played by the respective actor in the vali@rc The same has been
presented under following.

4.3.1 Major actorsidentified in Araku coffee value chain
The data regarding various activities performed &yous actors along
the coffee value chain have been identified. The ptdyed by various actors

have been analyzed and presented in the followuligsgctions for ease of
presentation.

Coffee Board of Integrated Tribal

India Development Agency NGOs/Facilitators

A A

Farmers

L vy l w}  /

Local/village level — -
fillag NGOs/Facilitators Girijan Cooperative

traders Corporation (GCC)

' !

e

L

Processor

'

Exporter/ Domestic Distributors

¥

Importer/Retail chains/ Wholesalers

L]

| RetailOutlets/ HORECA |

v

FPOs/FPCs Local-Roasters

v‘V

v

FIGURE 4.12. Major actorsidentified in Araku coffee value chain
Major actors in araku coffee value chain were idiexa through
movement of coffee from the producer and servigesiged by the actors

along the value chain. The different actors werefé&ofBoard of India,
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Integrated Tribal development Agency, NGOs/ Fatits, Local traders,
GCC (Girjan Cooperative Corporation), FPOs (FasneProducer
Organization), Local Roasters, Aggregators, ProeessoExports,

Domestic/international Retail chains and consumers.

4.3.1 Functional Generic worksheet of identified actors indicating roles
in araku valley coffee value chain.

The data regarding the roles performed by majorguiaydentified in
araku coffee value chain have been collected aassified based various
activities performed in the value chain and presgnh functional Generic
worksheet. The Table no 4.12 below represents tinetiemal generic work
sheet indicating various activities and roles ptapg the respective actor in

the value chain.

INPUT SUPPLIERS:

Input suppliers, plays a key role in providing iabut requirements by
the farmers to grow coffee. The key input supplierthe araku coffee value
chain are Integrated Tribal Development Agency (IfD8offee Board of
India and Few NGOs like Naandi Foundation etc., €h&gencies provide
guality coffee saplings to the farmers. As the arabkffee grown in the
natural forest environment, it is cultivated usiragy limited inputs. Further,
these agencies promote coffee in tribal areas wmiteo the podo cultivation.
So, they also provide necessary other inputs likeviging Black pepper

saplings etc.,

Producers:

The major producers of Araku coffee are the trilmhmunities living
in the eastern ghats of Andhra Pradesh. There aten@rtwo lakh farmers
involved in this production process and makingvang out of this. The tribal
farmers were mainly involved in podo cultivation. poevent this, these

farmers were encouraged to take up coffee culowati
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Primary Aggregator:

The coffee cultivation in Araku valley is a non-titamhal coffee grown
in forest land in natural environment. Primary aggtor collects the low
guantities of coffee from the farmers. The key prynaggregators in araku
coffee value chain were NGOs, GCC, Local tradersP$-Rand Local

Roasters.

Primary Processor:

Primary processor collects the freshly picked effsherries. The
process is done through two methods i.e., Wet aidntethods. In wet
method coffee cherries were pulped and fermentedetothe green bean
coffee. Where in dry process the cherries weraldsrethe concrete platforms
later followed with hulling to get the parchmentfee. The major primary
processors identified in the araku value chain wkareners, NGOs like

Nanndi, Local Roasters and Aggregator.

Market facilitators:

There are no proper organized markets in the tdbeds, the coffee
cherries were procured by various actors. Localeirswere major procurers
for Araku coffee who collected the coffee cherraddarm or villages in an
unorganized manner. The market facilitators are eéhglsyers, who were
trying to organize the market facilities to the nmi@rs through creating
awareness on quality maintenance, right time déipgcetc., and they are also
trying to link with the other actors in the valuéams. Major market
facilitators of araku value chain were local vikagraders, GCC and
Facilitators, FPOs. These marketing facilitatorgevgying to create better
linkages with the aggregators, processors and expoifor better price and

efficient marketing mechanism for the farmers.
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Aggregators:

Araku coffee is grown in non-traditional area snaadtl marginal tribal
farmers in forest land in natural environment. To&umes harvested by the
farmers are too low and the picking quantity siagies from 100-150 kgs.
Aggregating these small quantities of handpickeffeeocherries was main
exercise observed in the araku coffee growing agaregator pool the small
guantities procured by the other actors GCC, NG&®X)s, Local traders to
make a sizable lot for suitable for processing arport. Aggregators apart
from accumulation of both green coffee and coffeerdes, also play the role
of primary processor thorough processing coffeera®weto Parchment coffee
beans and green coffee beans. Aggregator alsaufakeffee curing process
based on the destinations. Further aggregatofiguifomestic needs directly
by selling to Industrial processor and internatlatestinations through selling
to exporters. Most of the aggregators are also@ais coffee curers and
exports in the value chain. These aggregators ajarlgnanterested in taking

time value, form value and place value advantageakiu coffee value chain.
Coffee Curers:

Curing process includes hulling, grading, colortisgr The primary
processed coffee beans are not suitable for exydodt of the aggregators are
also playing the role of coffee curers. After cgrime coffee would be in the
form of parchment and green bean coffee in vargnasles based on size,
colour, origin of coffee, and type of coffee. Theseers shall also blend the
coffee beans as per the requirement of the impantgorocessor and also

arrange for logistics for physical movement of hugkimes of coffee.

L ocal roaster:

Local roaster collects very low volumes of coffeeerctes, further
process them as green beans or parchment coffes bgaacting as primary
processor. They roast the beans and convert theecdfeans in coffee
powder. These local roasters fulfill needs neaxdrysamer around 50-100 km

range from the production area.
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Industrial processor:

Industrial processor handles huge volumes of coffeens grown in
various parts of Indian along with araku coffeersed he majorly take form
value of the coffee beans. These industrial pracegsocess wide range of
coffee products like coffee powder, instant coffemvder, liquid coffee in
various blends as per customer taste and prefeyefiteere are domestic
coffee processor and international coffee procetsschange the coffee form
as per the consumer needs of the markets they.sEmgemajor industrial
coffee processor in India are TATA coffee, Nesc&8&U, Country bean
coffee etc., In India these industrial processass lmanding and marketing
these final coffee products to consumers througloua marketing channels.

Few coffee processors are also performing whiteliladp services.
Distributors:

Distributors mainly focus on the domestic fulfillnte needs and wants
of the consumers with in the countries geograplagions. The key
distributors of araku coffee value chain are coffagers and domestic coffee

processors.
Exporter:

Exporters are mainly focused on the internationadtidations like
Italy, Switzerland, Sweden, UAE and various othatgpaf the world. Being
araku coffee was recognized with geo indicationaad specially known for
its naturally grown arabica coffee. Exporter wilbpure the coffee from the
aggregators and few aggregators were also actingxparters by directly

exporting the cured coffee beans.
Wholesalers:

Wholesalers were dealing with the forward linkagdah® markets to
industrial processors by handling larger quantitiesthe domestic and

international retail chains of value-added coffEleey fulfill the needs of the
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consumers worldwide. They reach the consumer throrgghilers and
HORECA players.

Retailers:

Retailers handle small quantities of value-addefeegproducts; they
procure these products from wholesalers they arelinect contact with
consumers. Therefore, they play a key role in firfil the consumer’s needs.
There are retailers in both domestic and internatiatestinations. Local
roaster acts as a retailer in selling their valddeal products in the radius of
50-100 kilo meters.

HoReCa:

HoReCa players i.e., Hotels, Restaurants, and eades key players in
brewing and serving coffee in various forms astherconsumer preference.
The Main function involved in this actor was proagriquality coffee and

brewing of coffee and serving the consumers.
Consumer:

Araku coffee, is naturally grown coffee known ftg special aroma. The
consumer prefers to consume in araku coffee irouarforms coffee powder,
instant coffee, liquid coffee. But worldwide arakaffee in has recognition

form distinct aroma.

44 MAPPING AND ANALYZING OF EXISTING COFFEE

VALUE CHAINSIN ARAKU VALLEY.

The value chains have been mapped the relationsebetwarious
identified players, movement of the coffee, servicdfered by players to
handle various forms of coffee to various destoregiacross the globe. The
relations among the araku coffee actors have bgplaired and classified

based on nature of the value chain.
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4.4.1. Mapping of various value chains of araku valley coffee:

The Araku valley coffee value chain mainly invoha®sund the tribal
farmers, promoting agencies that were encouradiegitto take the coffee
farming through providing various interventions the production and
machinery. The key players across the value chantree input suppliers,
farmers, the primary processors. After primary pssing value chain drives
towards the Marketing channels, Aggregators, expsrdomestic processors,
international processors, retailers and FMCG’stich the end key player the

consumer. Detail flow of coffee is depicted in flggire 4.13.

The function of input suppliers is crucial in megtiall the farmers'
input needs for growing coffee. The Integrated Tribavelopment Agency
(ITDA), the Coffee Board of India, and a few norvgmmental organizations
(NGOs), such as the Naandi Foundation, Tanzerja@iVikas etc., are the
main input suppliers in the araku coffee value ©hdihe growers receive
quality coffee saplings from these organizationse Toffee production in
araku valley mainly was encouraged an objectivadistourage the podo
cultivation, deforestation of forest lands by thbal farmers. As a result, they

also supply other important inputs, such as Blagiper seedlings, etc.

ITDA Provides assistance for taking upcfeg through coffee farms to
demarcate individual tribal holdings along with umpmaterials provides
subsidies on processing equipment viz., pulperthddarmers and the coffee
board provides drying platforms to the farmers tfoeg drying of the coffee

beans.

NGOs such as Naandi, Tanzer, Girijjan Vikas, Kovalrftation
supports the tribal farmers by providing inputs aoedial infrastructure and
also helping them in the marketing of the produtlese organization
generate revenues through participating in coff@eeschain and reinvest in
developing social infrastructure particularly inalith, school education and

supporting the girl child.
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The tribal groups residing in Andhra Pradesh's eagibats are the
main producers of Araku coffee. Involved in thisoguction process and
relying on it for their livelihood are about twdklafarmers. As a part of inter-
cropping the tribal farmers are also trained toticate black pepper in
addition with the rich forest produce to reap be#sefribal farmers harvest
the fresh matured coffee beans will be processéaammethods i.e., Wet and
dry methods. In wet method coffee cherries werpguliland fermented to get
the green bean coffee. Where in dry process theiekavere dried on the
concrete platforms later followed with hulling t@tgthe parchment coffee.

This primary process will be done in the farmer led&Os and aggregators.

Araku coffee is grown in non-traditional area snaadtd marginal tribal
farmers in forest land in natural environment. Toéumes harvested by the
farmers are too low and the picking quantity siagies from 100-150 kgs.
Aggregating these small quantities of handpickeffeeocherries was main
exercise observed in the araku coffee growing aféere are no proper
organized markets in the tribal areas, the cofteerrees were procured by
various actors. Local traders were major procufersAraku coffee who

collected the coffee cherries at farm or villageam unorganized manner.

The market facilitators are trying to organize tharket facilities to the
farmers through creating awareness on quality reaarice, right time of
picking etc., and they are also trying to link wille other actors in the value
chains. Major market facilitators of araku valueaichwere local village
traders, GCC and Facilitators, FPOs. These markédicilitators were trying
to create better linkages with the aggregatorsgcgm®ors and exports to for

better price and efficient marketing mechanisntiierfarmers.
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Figure 4.13. Mapping of araku valley coffee
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Aggregators procure most of the produce at farne gaices through
GCC, NGOs, FPOs, Local traders and involve in psicg of the raw coffee
cherries into products like Parchment coffee begreen coffee beans, coffee
curing process based on the destinations. Furtigmegator fulfills domestic
needs directly by selling to Industrial processad aternational destinations
through selling to exporters. Most of the aggregasre also acting as coffee
curers and exports in the value chain. Furtherettiesshed products become
the major raw material for the tertiary procesdorproduce various products
of coffee like liquid coffee, coffee powder, roakteoffee beans, instant
coffee. The Aggregators in fulfilling the local demgathrough trade the raw
coffee beans to the domestic processors and rstaitarther the aggregator
and coffee curing units are involved in exportitng tproduce to different
countries like Italy, Switzerland, Sweden, UAE aratious other parts of the
world after grading and sorting for maintainingretards are per importing
country norms. The exported produce is then furfhrecessed to various
forms of products and reach to the end consumeudjtir wholesalers, retalil

chains, retailers and HORECA sector.

4.4.2. Analysis of coffee value chainsin Araku valley

The value chain analysis is mainlgufged on relationship between
the actors in each value chain. The same wereréseipted in the following

4.4.2.1 Valuechainsin araku coffee

Six Value Chains for Araku coffee were idéat in the study area.
These value chains were differentiated based omuhber of the nodes in
the chain and the role of actors in each chain,oMsgall chain existed in the

study area are illustrated in the fig. 4.14
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The 2! coffee value chain involves the tribal Farmers, dladllage level

traders, Wholesalers, Processing Unit, Domesti@iReand Exports are the

stake holders. Value chain 1 is depicted in therégt.15.

Farmers

Farmers are involved in cultivation, Production anarvesting of

coffee cherries. The farmers are encouraged in €offentation were

supported by the coffee board of India and ITDA (@ndTribal Development

Agency), Some NGOs like Naandi Foundation. Theatriarmers shall take

care the coffee plantation and pick cherries inpthak season. The farmers in

this value chain harvest the matured cherries anckgs in two ways i.e., wet

process and dry process. In wet process the farwens first fermented the

berries for two to three days later they will stanlping with the pulpers to

obtain coffee beans. In dry process the cherrie® wieed in the cement

platforms later followed with hulling to get theftee beans. The dry process

yields parchment coffee and wet process yieldsngiesan coffee. In this
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value chain the farmers sell harvested fresh raffieeacherries, parchment
coffee and green bean coffee and sale it to thed togders at farm gate. This
value chain was major value chain handling mora th@ Per Cent of raw

coffee cherries harvested in araku coffee valuencha

)"A‘ﬁ ' A‘ )
by d@

—— g

Exporter Importer Retailoutlets
Consumer

Farmers Local-Trader Aggregator Processor

Domestic Distributors Retail chain HORECA
[Wholesalers

Figure 4.15 Coffee value chain |

Local Traders

Local traders purchased small quantities of raw ra®ergreen bean
coffee and parchment from the tribal farmers frdmairt villages and it was
later aggregated to once place to dispatch. Beforehasing the quality will
be assessed by the trader and takes the packesk dw#ains in 50-kilogram
bags and sold to the Aggregators.

Aggregators

Aggregator procure the coffee cherries from thalld@ders from the
study area and it was later sent it to the proece&socuring units for the
cleaning, color sorting, Grading and packing. Agater take up coffee
curing process based on the destinations. Furtigmegator fulfills domestic
needs directly by selling to Industrial processad aternational destinations

through selling to exporters. Large Aggregators acll as the exporters.

These industrial processor process wide range déeqfroducts like
coffee powder, instant coffee powder, liquid coffeevarious blends as per
customer taste and preferences. Final consumegeilthe produce through

retail outlets and HoReCa.
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30 percent of the farmers in the sample sizelfielt traders are the ones
who gives best price in the value chain when coegpawith the other

stakeholders.

4.4.2.1.2 Coffeevaluechain Il

—
er—
P

& =

Retailoutlets
Farmers  NGOs/Faciltators Aggregator Processor HORECA

Consumer

Figure 4.16 Coffee value chain i

This chain was more prominent coffee valoan that existed in all the
areas of study area. The chain includes Farmers, d\&a@ilitators,
Aggregators, Processors, Domestic distribution oexep, retail chains, retalil
outlets and final consumer as its stakeholdersgfarmmatic presentation of
value chain 2 is presented in the figure 4.16.his value chain the farmers
sell harvested fresh raw coffee cherries to the BHG& farm gate.
NGOs/Facilitators will further process the coffeleerries into Parchment
coffee and green bean coffee and supplied to agtgmedurther process to
reach the end consumer through different actors Tdlue chain was major
value chain handling more than 20 Per Cent of raffee cherries harvested

in araku coffee value chain.

20 percent of the farmers in the sample &t that NGOs/Facilitators
are the ones who gives best price in the valuenowvben compared with the

other stakeholders.

NGOs such as Naandi, Tanzer, Girijjan Vikas, Kovalrfeation

supports the farmers by providing inputs and saai@astructure like health
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and providing school education to the tribal claldrespecially focused on

girl’s child, and also helping them in the markgtf the produce.
4.4.2.1.3 Coffee value chain i

In this Chain FPOs will carried out the functionf local traders.
farmers sell harvested fresh raw coffee cherriesctpnent coffee to the
NGOs at farm gate and sells to the aggregator. &gggor will take up coffee
curing process based on the destinations. Furtigmegator fulfills domestic
needs directly by selling to Industrial processad aternational destinations

through selling to exporters. Large Aggregators acll as the exporters.

These industrial processor process wide range déeqgfroducts like
coffee powder, instant coffee powder, liquid coffaevarious blends as per
customer taste and preferences. Final consumegeiilthe produce through

retail outlets and HoReCa.

~

5-5
1) \NI
T \

Exporter Importer Retailoutlets

Farmers FPOs/FPCs —— — Consumer
! Apregater Processon Domestic Distributors Retail chain HORECA

[Wholesalers

Figure 4.17 Coffee value chain 1ll

10 percent of the farmers in the sample size lielt FPOs/FPCs are the
ones who gives less price in the value chain whenpared with the other

stakeholders.
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4.4.2.1.4 Coffeevalue chain IV

- isi
Yomn \
- ,
Farmers Local - Roasters Consumers

Figure 4.18 coffee value chain IV

This is an important and quite interesting valueirclaaad major value
chain handling less than 10 Per Cent of parchmedtgaeen bean coffee
produced by farmers thereby encourage primary geog by farmers in the
value chain. Coffee beans were directly purchasethé Local Roasters and
further processed into various forms like coffeavger with the different
combinations of chicory, chocolates, roasted beassant coffee. As Araku
was a tourist place of Andhra Pradesh the retadsevdone directly by the
roasters through retail outlets to consumers. Talisevchain is important as it
forms mainly and developing domestic market throbiginding araku coffee.

The diagrammatic representation of the chain predantthe figure 4.18.

4.4.2.15 Coffeevalue chain V

|

~ € s
- — J@

Exporter Importer Retailoutlets
Consumer

S 6eC Aggregator MR Seae Domestic Distributors Retail chain HORECA

[Wholesalers

Figure 4.19 Coffee value chain V

This value chain was major value chain handling nmtben 20 of
parchment coffee in araku coffee value chain. Thedja@ cooperative

corporation (GCC) collects the coffee beans froefltmers at the local level
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on a regular basis and in turn supply the samegdoegators. Aggregator take
up coffee curing process based on the destinattanther aggregator fulfills

domestic needs directly by selling to Industriabgassor and international
destinations through selling to exporters. Large r&ggtors will act as the
exporters. The diagrammatic representation of thainc presented in the
figure 4.19.

These industrial processor process wide range déeqgfroducts like
coffee powder, instant coffee powder, liquid coffaevarious blends as per
customer taste and preferences. Final consumegeiilthe produce through

retail outlets and HoReCa.

These GCC will also work with tribal farmers notytd market coffee
but also the forest products collected and produmethe tribals. The GCC
main objective is to development of the tribal farsx 20 percent of the
farmers in the sample size felt that GCC are thessavho gives best price and
sometimes they will give bonus price per kilogramthe value chain when

compared with the other stakeholders.

4.4.2.1.6 Coffee value chain VI:

— -
HI="=" \S
s

Farmers P  N60s/ Facilitators Importer Retailoutlets

Processor/Exporter Retail chain HORECA
[Wholesalers

Consumer

Figure 4.20 Coffee value chain VI

This value chain was major value chaindtiag about 20 Per Cent of
raw coffee cherries harvested in araku coffee vahan. Few districts level
NGO'’s collect the quality coffee cherries and beftom farmers at regular
intervals and process the beans at their own psoagsinits where the beans

are processed as coffee powder and various forrhghwis branded as
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“Araku Coffee” exported. On the other hand, faatlirs provide trainings,
health care programs to tribal farmers and edutalisupport to the tribal
girls. The facilitators are working towards improvent of quality of coffee

through various interventions.

20 percent of the farmers in the sampe #lt that NGOs/Facilitators
are the ones who gives best price in the valuencwvben compared with the
other stakeholders. This value chain mainly focusesrds exports to meet
the international customer needs, similarly it tgseaa brand for the araku

coffee in international markets.

4422 CLASSIFICATION IDENTIFIED ARAKU COFFEE VALUES
BASED ON NATURE OF VALUE CHAINS:

Araku valley coffee value chains were classifiedo inthree major
categories like facilitator driven, buyer driverdgorocessor driven. Based on

the nature major player driving the value chainrapens.

Table4.13 Classfication identified Aarau coffee values based on nature

of value chains

0 Value chains Facilitator Buyer driven prd?(i;r

driven

Value chain |

Value chain I

Value chain Il

Value chain IV

Value chain V

o O A W N P =

Value chain VI

In the value chain Il and VI are the facilitatorivéin, which were
mainly driven by non-Government officials (NGOs)tire form of suppling
saplings of coffee, seeds, providing marketinglitéas, processing facilities.
While the value chains I, Ill, V are the buyer @nvhere buyers like GCC,

Local traders, FPOs, NGOs and Local roasters arernaajors driving the
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value chain. The value chain IV was majorly dri\®nprocessor, it was the
local roaster. Farmers shows more interest towirdbhe facilitators driven

value chains because they will get benefited direct
4.4.3. Price spread across various value chains

The data regarding prices, costs and margins abusaplayers across
the six following value chains have been colleaad analysis and presented
as following.

4.4.3.1 Price spread acrossthe value chain |

The prices, costs and margins at various playevalme chain | have
been collected and analyzed and presented in4abde The major players of

value chain one is
Value chain I: Farmer—» Local Trade+~» Aggregator—» Exporter

Table4.14: Price spread of value chain |

S.No Particulars Rupees/Quintal | Percentage
1 Farmer cost 810 2.05
2 Price received by producer 27000 68.27
3 Local Trader Purchase price 27000 68.27
4 Cost of Local Trader 435 1.10
5 Net margin to the Local Trader 1115 2.82
6 | Aggregator purchase price 28550 72.19
7 cost incurred by Aggregator 1600 4.05
8 Net margin to the Aggregator 1350 3.41
9 Exporter purchase price 31500 79.65
10 | Exporter Cost 2560 6.47
11 | Net Margin of Exporter 5190 13.12
12 | Exporter selling price 39550 100.00
13 | Price spread 12550 31.73

Source: Own compilation

Note: Price received by the producers: Rs.270 per kg.

From the table no 4.14 it can be inferred thatrtfagor costs incurred
by Producer include: transportation, bagging chardabour charges for

loading and unloading which accounts to 2.05 P&t Gkthe consumer price.
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The producer share in consumer rupee in value chawas 68 per cent
wherein the total cost incurred by producer accedirfor 2.05 per cent of
consumer’s price. The cost and margins incurretheyocal trade accounts to
1.10 Per Cent and 2.82 Per Cent respectively ofatae consumer price. The
major costs incurred by the local aggregator asmsportation, labour
charges, packing material cost. The costs and nsmgjiaggregator accounts
to 4.05Per Cent and 3.41 Per Cent respectively.majer cost incurred by
the aggregator are transportation, loading and adiiy charges, storage
charges, rent of warehouse, insurance. The exparsts were 6.47Per Cent
and margin of the exporter were 13.12Per Cent efcitnsumers rupee. The
major cost incurred by the export are interestiegdutcontainer charges,
transportation charges, shipping charges. The Rpcead across the value

chain was found to be 31.73Per Cent.
4.4.3.2 Price spread acrossthevalue chain ||

The prices, costs and margins at various playevslire chain Il have

been collected and analyzed and presented in4ale
Value chain ll: Farme~»  GCG—» Aggregator—» Exporter

Table 4.15: Price spread of value chain [

S.No Particulars Rupees/Quintal Per centage
1 Farmer cost 810 2.09
2 Price received by producer 25500 65.89
3 GCC Purchase price 25500 65.89
4 Cost of GCC 510 1.32
5 Net margin to the GCC 1990 5.14
6 Aggregator purchase price 28000 72.35
7 cost incurred by Aggregatar 1680 4.34
8 Net margin to the Aggregator 1320 3.41
9 Exporter purchase price 31000 80.10
10 Exporter Cost 2560 6.61
11 Net Margin of Exporter 5140 13.28
12 Exporter selling price 38700 100.00
13 Price spread 13200 34.11

Sour ce: Own compilation
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Note: Price received by the producers: Rs.255 ger k

From the table no 4.15 it can be inferred thatrtfagor costs incurred
by Producer include: transportation, bagging chardabour charges for
loading and unloading which accounts to 2.09 P&t Gkthe consumer price.
The producer share in consumer rupee in value ¢hawas 65.89 per cent
wherein the total cost incurred by producer accedirfor 2.09 per cent of
consumer’s price. The cost and margins incurrechby@CC accounts to 1.32
Per Cent and 1.54 Per Cent respectively of thd tmasumer price. The
major costs incurred by the local aggregator asmstortation, labour
charges, packing material cost. The costs and nwmgjiaggregator accounts
to 4.34Per Cent and 3.41 Per Cent respectively.majer cost incurred by
the aggregator are transportation, loading and adlhg charges, storage
charges, rent of warehouse, insurance. The exparsts were 6.61Per Cent
and margin of the exporter were 13.28Per Cent efcttnsumers rupee. The
major cost incurred by the export are interestiegutcontainer charges,
transportation charges, shipping charges. The RBpcead across the value
chain was found to be 34.11Per Cent.

4.4.3.3 Price spread acrossthevalue chain |11

The prices, costs and margins at various playevalure chain Il have
been collected and analyzed and presented in4albte

Value chain lll: Farme+» FPOs/FPes» Aggregato—»  Exporter

From the table no 4.16 it can be inferred thatrtfagor costs incurred
by Producer include: transportation, bagging chardabour charges for
loading and unloading which accounts to 1.55 Pt Gkthe consumer price.
The producer share in consumer rupee in value avas 66.16 per cent
wherein the total cost incurred by producer accedirfor 1.55 per cent of
consumer’s price. The cost and margins incurredhgy FPOs accounts to
1.15 Per Cent and 5.85 Per Cent respectively ofatad consumer price. The

major costs incurred by the local aggregator asmstortation, labour

66



charges, packing material cost. The costs and nsmgjiaggregator accounts
to 4.20 Per Cent and 2.54 Per Cent respectivelg. mifjor cost incurred by
the aggregator are transportation, loading and adiiy charges, storage
charges, rent of warehouse, insurance. The exportts were 6.61Per Cent
and margin of the exporter were 13.59Per Cent efctimsumers rupee. The
major cost incurred by the export are interestiedutcontainer charges,
transportation charges, shipping charges. The RBpcead across the value
chain was found to be 33.84 Per Cent.

Table4.16: Price spread of value chain |11

S.No Particulars Rupees/Quintal Per centage
1 Farmer cost 610 1.55
2 Price received by producer 26000 66.16
3 FPOs Purchase price 26000 66.16
4 Cost of FPOs 450 1.15
5 Net margin to FPOs 2300 5.85
6 Aggregator purchase price 28750 73.16
7 cost incurred by Aggregator 1650 4.20
8 Net margin to the Aggregator 1000 2.54
9 Exporter purchase price 31400 79.90
10 Exporter Cost 2560 6.51
11 Net Margin of Exporter 5340 13.59
12 Exporter selling price 39300 100.00
13 Price spread 13300 33.84

Source: Own compilation
Note: Price received by the producers: Rs.260 ger k
4.4.3.4 Price spread acrossthevalue chain 1V

The prices, costs and margins at various playevalure chain IV have

been collected and analyzed and presented in4able

Value chain IV: Farmes=» NGOs/Facilitate+® Aggregato—» Exporter
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Table4.17: Price spread of value chain IV

S.No. Particulars Rupees/Quintal | Percentage
1 Farmer cost 400 1.05
2 Price received by producer 24000 62.83
3 NGOs Purchase price 24000 62.83
4 Cost of NGOs 950 2.49
5 Net margin to NGOs 2650 6.94
6 Aggregator purchase price 27600 72.25
7 cost incurred by Aggregator 1650 4.32
8 Net margin to the Aggregator 1050 2.75
9 Exporter purchase price 30250 79.19
10 Exporter Cost 2600 6.81
11 Net Margin of Exporter 5300 13.87
12 Exporter selling price 38200 100.00
13 Price spread 14200 37.17

Source: Own compilation
Note: Price received by the producers: Rs.240 ger k

From the table no 4.17 it can be inferred thatrtfagor costs incurred
by Producer include: bagging charges, labour clsarfpe loading and
unloading which accounts to 1.05 Per Cent of thesemer price. The
producer share in consumer rupee in value chaiasté.83 per cent wherein
the total cost incurred by producer accounted f0b6 per cent of consumer’s
price. The cost and margins incurred by the NG@s@as to 2.49 Per Cent
and 6.94 Per Cent respectively of the total consysniee. The major costs
incurred by the local aggregator are transportatianour charges, packing
material cost. The costs and margins of aggregatmuats to 4.32 Per Cent
and 2.75 Per Cent respectively. The major cost redupy the aggregator are
transportation, loading and unloading charges, ag®rcharges, rent of

warehouse, insurance. The exporter costs were 6.81&d and margin of
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the exporter were 13.87 Per Cent of the consumerser The major cost
incurred by the export are interest, duties, comtacharges, transportation
charges, shipping charges. The Price spread atresalue chain was found
to be 37.17 Per Cent.

4.4.3.5 Price spread acrossthevalue chain V

The prices, costs and margins at various playevslure chain V have

been collected and analyzed and presented in4alfe
Value chain V: Farmes»  Local Roastes Consumer

Table4.18: Price spread of value chain V

S.No | Particulars Rupees/Quintal | Percentage
1 Farmer cost 610 0.87
2 Price received by producer 26000 37.14
3 Local roaster Purchase Price 26000 37.14
4 procurement cost 490 0.70
5 Processing cost 12000 17.14
6 conversion losses 7698 11.00
7 marketing cost 13500 19.29
8 margin on coffee beans 10312 14.73
9 Consumer cost of roasted beans 70000 100.00
10 Price Spread 44000 62.86

Source: Own compilation

Note: Price received by the producers: Rs.260 gdtdchment coffee.

From the table no 4.18 it can be inferred thatrtfagor costs incurred

by Producer include: bagging charges, labour clsarfpe loading and

unloading which accounts to 0.87 Per Cent of thesemer price. The

producer share in consumer rupee in value chaia3v¥.14 per cent wherein
the total cost incurred by producer accounted f87 per cent of consumer’s

price. The cost and margins incurred by the logakter accounts to 0.70 Per
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Cent, 17.14, 11.00, 19.29 and 14.73 Per Cent ragelyc of the total
consumer price. The major costs incurred by theallomaster are
transportation, labour charges, Processing cosi/arsion losses include the
vaporization losses in roasting process, marketougt for branding,
maintenance of store and packing material cost. Aree spread across the

value chain was found to be 62.86 Per Cent.

4.4.3.5 Price spread acrossthevalue chain VI
The prices, costs and margins at various playevalure chain VI have

been collected and analyzed and presented in4alfe

Value chain VI: Farme+» NGOs/Exporter

Table4.19: Price spread of value chain VI

S.No | Particulars Rupees/Quintal | Percentage
1 Farmer cost 400 1.05
2 Price received by producer 24000 62.99
3 NGOs Purchase price 24000 62.99
4 Cost of NGOs/Exporter 4600 12.07
5 | NGostsporter 4900 1286
6 Net margin to NGOs/Exporter 4600 12.07
7 NGOs/Exporter selling price 38100 100.00
8 Price spread 14100 37.01

Source: Own compilation
Note: Price received by the producers: Rs.240 gdtdchment coffee.

From the table no 4.19 it can be inferred thatrtfagor costs incurred
by Producer include: bagging charges, labour clsarfpe loading and
unloading which accounts to 1.05 Per Cent of thesemer price. The
producer share in consumer rupee in value chaia6£.99 per cent wherein
the total cost incurred by producer accounted f0b6 per cent of consumer’s
price. The cost, processing and margins incurredheyNGOs acts as the
exporter’s accounts to 12.07 Per Cent,12.84 Pet @ed 12.07 Per Cent

respectively of the total consumer price. The majost incurred by the
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NGOs/exporter are loading and unloading chargesagé charges, rent of
warehouse, insurance and curing, interest, dut@mtainer charges,
transportation charges, shipping charges. The RBpcead across the value

chain was found to be 37.01 Per Cent.

4.4.4. Direction of trade of Indian arabica coffee exports

99 percent of araku coffee were arabaréety as per the coffee board
of India. Markov chain approach is used to estintlaestructural change in a
system through time in terms of a variable havimgls outcome by using

transitional probability matrix that helps to pretdihe future changes also.

Globalization and liberalization ledaalynamic change in the trade of
commodities in the international markets. Documimtaof those changes in
the trade will aid in framing and implementing ohde and promotion
policies of a nation. To overcome the difficultiagecording these changes in
the trade, Markov chain analysis was employed whicvides a probability
approach to explain the changes. Getting probghiiaitrix would be the
central to Markov chain analysis, as it indicates ¢hanges in trade and helps
to decide the promotional policies and strategeesetain and increase the

export to a particular country.

First order Markov chain analysis was employede&timate the
dynamics of trade and changing pattern of Indiaabiaa coffee exports to

different export destinations.

The trend in retaining current market shares, gamislosses of Indian
arabica coffee imports from a particular countryotber was estimated from

transitional probability matrices.

The actual quantity of Indian arabica coffee expddsdifferent
countries was taken to estimate the transitionabability matrix for the
study period calendar year 2015 to 2021. The tiansit probability matrix
explained the changing behavior of Indian arabaffee among the importing

regions indicating the direction of trade in thedst period.
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The row elements of the matrix indicate the retgnshares of a
countries and losses to other countries, wherdasnooelements indicate the
retaining share and also gains from other regidhs. diagonal elements of
the matrix indicate the retention of imports of artmular country. The
transitional probability matrices for Indian arabicoffee were estimated. The
transitional probability matrix for Indian arabicaffee exports was furnished
in Table 4.20

The matrix indicated the detailed direction and ¢fag behavior of
arabica coffee exports. The export destination castof Indian arabica
coffee were categorized into 10 countries viz.)yJtdBelgium, Germany,
U.S.A, Switzerland, United Kingdom, France, Aus&taRussian Federation

and the remaining countries were categorized uoithers.

Italy was one of the largest and consistent ingserof arabica coffee
and retained 45.21 percent of its previous shagaihed a share of about 100
percent from Switzerland and 28.48 percent frongBeh. It also lost a share
of 20.19, 15.27, 6.3, 6.0, 4.7 percent to the U&&rmany, Switzerland,

Australia and 4.71 percent to United Kingdom.

Germany also retained 20.32 percent of its previshare. It also
gained about 68.31 percent from Belgium and 15&¢gnt Italy. It also lost
51.34 percent to the USA, 22.70 percent to Belgiih®8 percent to

Switzerland and 2.63 percent to France.

Russia retained about 2.02 percent of its prevshere and gained
25.23 percent from United Kingdoms and 20.73 parfrem the USA. It also
lost 50.45, 5.81 and 41.70 percent to Belgium, égaand other countries

respectively.

No other major importing country held the impogtishare constantly.
Other countries pool retained share of 6.76 peresnit gained 41.70 and

12.64 percent from Russia and the UK respectivrlyhe same period, it also
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lost 43.96 percent to Belgium, 15.97 percent ton@ery, 13.51 percent to
France, 11.91 percent to Switzerland and 7.86 petoghe UK.

Belgium gained 75.17, 62.12, 50.45, 22.70, 2.396 43.96 percent
from the USA, UK, Russia, Germany, Italy and ott@untries respectively. It
also lost 43.96 percent to Belgium, 15.97 percetiné USA, 13.51 percent to
France, 11.91 percent to Switzerland and 7.86 petoghe United Kingdom.

The USA gained 60.21 percent from France, 51.34emerfrom
Germany, 20.19 percent from Italy and 15.97 pertremh other countries. It
also 75.17, 20.73 and 4.09 percent to Belgium, iRussxd France

respectively.

Switzerland gained 6.33 percent from Italy, 2.@8cpnt from Germany

and 11.91 percent from other countries. It lost p@&ent of its share to Italy.

The United Kingdom gained 39.78 percent from Fradcél percent
from ltaly, 1.95 percent from Belgium and 7.86 pericfrom other countries.
It also lost 62.12, 25.23 and 12.64 percent to iBelg Australia and other

countries respectively.

France gained 5.81, 4.09, 2.63, 13.51 percent fRumsia, the USA,
Germany and other countries respectively. It atssi to 60.21 and 39.78
percent to the USA and the UK respectively.

Australia gained 6.08 and 1.23 percent from Italgd aBelgium
respectively and lost 100 percent of its shareth@rocountries during the

study period.

4.5. CONSTRAINTSIN DIFFERENT STAGES OF ARAKU VALLEY
COFFEE VALUE CHAIN.

Qualitative questions were asked to assess theemt#n of the
different stakeholders about production, Procesaimdy marketing constraints
and this data was analyzed using Garrett rankinthade The results were

presented in Tables.
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45.1. Farmers perception on constraints in production:

The result from the Table 4.14 indicates the varicosstraints
experienced during production, Processing and niackef the produce by
the coffee farmers in the study area. It is cleaden from Garrett scores
presented in the Table 4.21 that at the productweal lthe greatest challenge
faced by farmers is Lack of Credit (68.00), wheres@veral farmers cannot
have good enough credit to purchase the quaniiyténrequired to increase
the production of coffee. This complements the sédmggest constraint the
farmers reported as the high prevalence of pestslmeases (67.00) such as
borer in the stem. The farmers also raised that #ineynot going for increase
in the area of coffee due to lack of training amiisory services (46.66).
Many of the farmers also complained about knowlealyselective picking of
ripened coffee cherries (39.60), undesirable ciorfactors (27.20) are also a

constraint faced by them during production.

Table4.21 Farmers perception on constraints in production of Coffee

(n=60)
S.no Particulars Garrett Ranking
score
1 Lack of credit 68.00 1
2 Incident of pest and diseases 67.00 2
Lack of training and advisory
3 | services 46.66 3
4 Knowledge on Selective 39.60 4
picking of ripened
coffee cherries
S Undesirable climatic factor 27.20 5

45.2. Farmers perception on constraints in processing of produce

The result from the Table 4.22 indicates the varicosstraints
experienced during Processing by the coffee farnmethe study area. It is
clearly seen from garrett scores presented in thHeleTd.22 that at the

production level the greatest challenge faced bydas is non-availability of
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hand -pulpers and other machinery (72.00), whersewreral farmers didn’t

have any machinery for pulping of the Cherrie ceff€his complements the
second biggest constraint the farmers reportedeasdst of machinery is high
(62.33), The cost of machinery is not affordabledose the price of the
pulper is in lakhs. The farmers also raised they #re unaware of technically
how to process the coffee (50.00). More of labotensive for processing of
coffee (33.20). Many of the farmers also complaiaddut lack of coffee

cherries availability (31.46), is also a constrafated by them during

processing, this is due to the peak season tohgetherries is November to
march and rest of the time is lean there is noyxtoin of coffee.

Table4.22. Farmers perception on constraints in processing of
produce (n=60)

S.no Particulars Garrett Ranking
score
1 Non-availability of hand pulpers 72.00 1
and other machinery
2 Cost of machine is high 62.33 2
Lack of technical know how 50.00 3

3 about the method

More labor intensive 33.20 4

5 Avalilability of coffee cherries 31.46 5
less

45.2 Farmers perception on constraints in Marketing of produce

The marketing constraints faced by the coffee fasnaee presented in
Table 4.23. The farmers complained about the lagjoofl transport facilities
(70.00) was the major constraint which makes thareHess connectivity to
the different markets. Many of the farmers also plamed about the lack of
marketing facilities near to the production pla¢éS.00) which resulted in

low marketing efficiency of the produce.
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Table4.23. Farmers perception on constraints in Marketing of

produce(n=60)

S.no Particulars Garrett Ranking
score
1 Lack of good transport facilities 70.00 1
2 Lack of marketing facilities 65.00 2
- : 42.53 3
3 Lack of skill in marketing
4 :
High transport cost 3906 4
S Lack of interest 32.40 5

The third most constraint is lack of knowledge iarketing by the
farmers (42.53), the coffee farmer feels that trexyuire more knowledge on
selling their produce. Many of the farmers alsoigated that the transport
cost is high (39.06), lack of interest (56.28), @@s important constraints in
marketing their produce.

45.4 Congraintsof local trader while purchasing produce from farmers
in the value chain of coffee (n=4)

The result from the Table 4.24 indicates the varicosstraints
experienced while purchasing produce from farmgrghb local traders in the
study area. It is clearly seen from garrett scpresented in the Table 4.24
that at the production level the greatest challefaged by trader is lack of
adequate storage facilities (81.50), Due to hdtish many of the traders are
felt that the transportation is major problem. To@nplements the second
biggest constraint the trader reported as highsparn cost (77.50), The trader
also raised that poor availability of transportati(v3.75), Lack of credit
(73.25). Many of the trader also complained abaudlity related problems
(67.25), is also a constraint faced by them dutiragling, this is due to
harvesting of Non matured cherries, not maintaimraper moisture. Lack of
marketing (65.75). traders were least botheredtainavket because as season

arrives the wholesalers will directly contact them.
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Table 4.24. Constraintsfaced by local traders.

S.no Particulars Garrett score Ranking
1 Lack of adequate Storage facilities  81.50 1

2 High Transport Cost 77.50 2

3 Poor availability of Transportation] 73.75 3

4 Lack of Credit 73.25 4

5 Quiality related Problems 67.25 5

6 Lack of Marketing 65.75 6

45.4 Congraints of Roasters while purchasing produce from farmersin

the value chain of coffee (n=2)

As shown on the below table 4.25. the severitgaistraints can be
demonstrated on a quality scale. Issue tendingraththe scale are relatively
unproblematic to overcome and thus cannot be redaad critical constraint,
all issues tending to the relatively critical canregarded as critical issue for
the roasters at the value chain. High end machinesy was highly critical
issue as the availability of suitable machinery w#iculty and were costly
for the roasters, Electrical consumption is highiyical issue and major cost

occurs while processing.

Lack of technical man power is an Issue, but niticaf, roaster can
train locally available human resource. Qualitytlod coffee is not a critical
iIssue and managed by the roasters. Timely avatiabiliraw materials is not

often and the roasters doesn’t feel it as a clissae.
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Table 4.25. Constraintsfaced by the Roasters.

S Congtraintsfaced by I ssuetype
No Roasters
1 High end machinery cost | Highly critical issue as the availability
of suitable machinery was difficulty and
were costly
2 Electricity Consumption Highly critical issue is electricity cost
was major cost while processing
3 Lack of technical man Issue, but not critical, can train locally
power available human resource.
4 Quality of the produce Issue, but not critical, more efforts
needed to procure quality produce
5 Timely availability of raw | Issue, but not critical, as need to
materials compete with local traders and maintain
good relation with farmers

4.5.4. Constraints Faced by exporter of Araku coffee:

As shown on the below table 4.26 theesgv of constraints can be
demonstrated on a quality scale. Issue tendingraththe scale are relatively
unproblematic to overcome and thus cannot be redaad critical constraint,
all issues tending to the relatively critical canregarded as critical issue for
the exporters at the value chain. Government malievhere highly critical
issue will change frequently and restriction on gla@ntum for the exporters,
freight charges are costlier and the 50 percenthef value goes to it.
Inadequate export promotional measures are anbibhly critical issue as
the low credit access, heavy documentation work dgports and the
documentation works takes more time for the prooéssport. Quality of the

coffee is not a critical issue and managed by xperer.
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Table 4.26. Constraintsfaced by the Exporters

S
No

Constraintsfaced by

Exporter

| ssuetype

- ... .| Highly critical issue as the government
1 Government policies with in _ 3. . )
: policies will changes frequently and
the country for exporting e
restriction on the quantum
Highly critical issue as the restriction pn
2 Government policies of the quantum and tariff on the coffee
imported countries keep on changes by the importing
countries.
Highly critical issue is the transpart
3 Fright charges charges are very high and tariff on the
coffee commodity is high.
Highly critical issue as the low credit
4 Inadequate export .
: access, heavy documentation procgess
promotional measures
for exports
Issue, but not critical, as product |is
5 naturally grown more efforts needed

Quiality of the produce

during production, improving coffe

e

bean quality.
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Chapter-V
SUMMARY AND CONCLUSION

Coffee is the second most traded commodity afteomiinternational
trade exchanges both in terms of volume and vapeesenting a significant
source of income to several developing countriegfmmca, Asia and Latin
America. Brazil, Vietham, Colombia, Indonesia, Haorab, Ethiopia, India,
Uganda, Peru and Mexico are listed as the top ff@egrowing countries in
these regions (International Coffee Organizatidimong the coffee growing
countries, Brazil stands first both in area anddpotion. It's share to the total
world production was 35. 26 per cent which wasoiw#d by Vietnam,
Colombia and Indonesia. According to the IntermelacCoffee Organization,
100 million people are working in the coffee indys20-25 million of whom

are small growers.

India ranks seventh position (International Cof@rganization) with a
total production of 2,99,280 tons of during the ry2@19-20 India accounts
for about 3. 02 per cent of world's coffee productiThe country's exports
during 2020-21 was 1,64,108 GBE (Green Bean EquivaleQuantity In
MT). 5 per cent to the nation's primary sector ekparnings. On an average
daily number of persons employed in coffee plaatetiis about 6,64,505
during 2018-19. There are 3,79,697 coffee holdimg$ndia, of which 99
percent are less than 10 hectares in size andctireg under the category of

small holdings.

The total number of coffee growers in non-traditibaseas such as
Andhra Pradesh and Odisha were around 1,96,966.00tliem 1,92,864
tribal farmers were exclusively located in the ArallPradesh especially
Visakhapatnam, is very proud of its “Araku coffe®Vhile coffee grown in
araku is sold at premium prices. The coffee from Mraku Valley is pure
arabica with a rare aromatic odour. In 2019, fersppecial aroma and organic
approach to coffee production by the tribals, thep&tment for the
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Promotion of Industry and Internal Trade, under Mhaistry of Commerce
and Industry, awarded the Geographical Indicatanto araku valley coffee.
Approximately 90Per cent of the total productionfoéku coffee is exported
to countries such as Sweden, Switzerland, Italyd #&me United Arab

Emirates.

In last few recent years, value chain analysdiféérent crops received
serious attention by the researchers. A betteyaisabf value chain will help
to understand how to improve the farmer’'s perforceanin every value
adding step. It also provides in-depth understantiiow to increase farmer’s
share. It is important to discover who the actore, aand what their
relationships are, to gain a better understandinghere small coffee farmers
are in the global value chain, and knowing thesues is essential. Thus, the
present study was taken up with the following otijes.

51 OBJECTIVESOF THE STUDY

1. to map the existing coffee value chains in Araklleya

2. to analyze the Araku valley value chain of coffee.

3. to examine the constraints in different stages i@kA valley coffee value
chain.

52 METHODOLOGY

Visakhapatnam district was purposively selectedtii@ study as the
area under coffee cultivation is highest among khspathnam and East
Godavari the districts of Andhra Pradesh. Out o¢ftla¢ mandals in the
district, two mandals which has highest area urmdfee were selected.
Similarly, following the same criterion four villag were selected two from
each mandal. From these villages, a total of 6Odéas were selected based on
the criteria of total number of coffee growers iacle village by using
probability sampling technique. After identifyiniget different value chains in
marketing of coffee, actors viz., four local traslemwo roasters, one exporter
were selected for the study. Mostly the freshlywbhated raw coffee cherries
procured by actors were processed into parchmeahgegen bean coffee in
the study area.
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Information pertaining to value chains, costs andrgins, facilities
provided in marketing and value addition was codddrom different actors
through primary survey. Data was also collectecargigg the constraints

faced by the farmers and the actors using a poetsted questionnaire.

The data pertaining to area, production and prodtyctof chickpea
crop in India and Andhra Pradesh from 2000-01 t802@1.was collected
from various published reports (Coffee Board of idndand websites
(www.indiastat.com). Visakhapatnam district is theyest producer of coffee
crop in Andhra Pradesh the data pertaining to amaduction and
productivity (2010-11 to 2020- 21)

The data was analyzed to attain specific objectiwesising Annual
growth rates, Compound Annual growth rate analyBescentage analysis,
Value chain mapping technique, Price spread arsglivgarkov chain analysis

and Garrett ranking technique.
5.3. MAJOR FINDINGSOF THE STUDY

From the analytical part major findings of thedstwere briefly stated

for a comprehensive review to draw specific conohs

5.3.1 Growthratesintermsof area, production and productivity of

I ndian coffee

5.3.1.1 Growth Ratesin termsof Area, Production of I ndian Coffee from
2000-01 to 2020-21

The annual growth rates of area under coffee weglelyhfluctuating
during the study period i.e., from 2000-01 to 2020- A significant increase
in the annual growth rate of cultivated area uraidgfee was observed in the
year 2016-17 (3.22 per cent) and a significanteles® in the annual growth
rate of cultivated area under coffee was obsemmdtia year 2002- 03 (-0.04
per cent). During the study period, a significardrease in the annual growth
rate of coffee production was observed during thary2020-21 (12.08 per

cent) and the significant decrease was observékdeiryear 2016-17 (-10.34
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per cent). The calculated CAGR of cultivated anedeu coffee from 2000-01
to 2020-21 was 1.59 per cent. This indicated thatiror increase in area
under coffee in India was over the last 21 yeah® CTAGRs of Indian coffee
production and productivity during the study periwds 1.01 per cent and -
0.57 per cent respectively.

5.3.1.2 Compound Annual Growth Rates of Area Under Arabica Coffee,
Robusta coffee and Total coffee from 2000-01 to 2020-21

The results of CAGRs of area under botlbiegaand robusta coffee
were 2.07 per cent and 1.74 per cent. The cultvatea of both arabica and
robusta combinedly from 2000-01 to 2020-21 had sha\CAGR of 1.59 per

cent indicating a moderate increase in total ateang study period.

5.3.1.3 Compound Annual Growth Rates of Production of Arabica,
Robusta and Total coffee from 2000-01 to 2020-21.

The CAGR arabica coffee and robusta coffee prodadtom 2000-01
to 2020- 21 were -0.47 per cent and 1.77 per aspueactively. The CAGR of
production of robusta coffee was higher than aeabiaffee which indicated
that production of robusta coffee had increasedentioan the production of
arabica coffee during the study period. The overaffee production had
shown a CAGR of 1.01 per cent indicating a moderateease in production
during the study period.

5.3.1.4 Growth Rates of area under Arabica and Robusta coffee in the
stateof AndhraPradesh 2010-11 to 2020-21.

The annual growth rates of area under arabica abdsta coffee in
Andhra Pradesh were highly fluctuating during tiedg period i.e., from
2010-11 to 2020-21. A significant increase in thauwal growth rates of area
under arabica coffee was observed during the y@h2-23 (13.10 per cent)
and a significant decrease in annual growth ratesrabica coffee was
observed in the year 2019-20 (3.71 per cent).
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5.3.1.5 Growth Rates of production under Arabica and Robusta coffee in
Andhra Pradesh From 2010-11 to 2020-21.

The annual growth rates of production uradtabica and robusta coffee
in Andhra Pradesh were highly fluctuating during 8tudy period i.e., from
2010-11 to 2020-21. A significant increase in ahngeowth rates of
production under arabica coffee was observed duhagear 2015-16 (24.15
per cent) and a significant decrease in annual tiroates of arabica coffee

was observed in the year 2019-20 (-4.42 per cent).
5.3.2 Socio-economic characteristics of samplefarmersin the study area

The sample size considered for the study 80 farmers. Their Socio-
economic characteristics in terms of age, literemel, family size, family
monthly income, operational land holding experienceoffee cultivation is

summarized below.
5.3.2.1. Agegroup particulars of sample consumers

It has been found that majority of the farmers 83f8r cent of
respondent farmers belonged to 25-45 years agepgdu00 per cent of
respondent farmers were between 45-60 years age,gfi® per cent of
respondent farmers belongs to below 25 years &@Wg&r cent of respondent

farmers were more than 60 years group.
5.3.2.2. Literacy Level of Sample Farmers

Among the 60 sample farmers revels that 60 per akthie farmers are
illiterates, 16.67 per cent of the farmers holdoselary education, and 10 per
cent of the farmers hold a primary education an83 8percent holds

intermediate degree and 5.00 per cent holds tlaugtien degree.
5.3.2.3. Family size status of sample consumers

Out of 60 sample farmers, 50 per cent of the redponfarmers were
having the family size below 4 members, 46 perdesdd a family size

between 4-6 members and 4 per cent of respondenéfa had a family size
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above 6 members. Hence, the family size of majooitythe respondent
farmers was below 4 members.

5.3.2.4. Gross Annual Income Levels of Sample Farmers

Gross annual income of the 60 respondent farmeabasit 53.33 per
cent of sample farmers were in the 1,00,000- )@ categories, while 30
per cent of sample farmers annual income was betvw@0,000 to Rs
3,00,000 category. The annual income of 13.33 eet af the sample farmers
was below 1,00,000 categories and the remaining B3 cent had gross
annual income respondent farmers were above 300Hé&nce, majority of
sample farmers gross annual income ranges betweeh,(®,000 — Rs. 2,
00,000.

5.3.2.5. Operational landholdings of sample farmers

The operational land holding of sampleniers. Out of total 60 sample
farmers, 85 per cent of farmers were marginal fasmégth land holding of
below 2.5 acres, 13.33 per cent of farmers werdl daraners having land
holding of 2.5- 5 acres and only 1.67 per centh®d sample were large
farmers having more than 5 acres. The operati@mal holding showed that
majority of sample farmers were marginal farmersifga operational land

holdings less than 2.5 acres.
5.3.2.6. Farmersexperiencein cultivating coffee

Framers experience in cultivating coffee 84.66 per cent of the
sample farmer have farming experience of 5-10 yezZ@sper cent having
more than 15 years farming experience of coffee34dlPer cent sample
farmers were having farming experience of 10-15ryemd 5 per cent of
sample farmers had less than 5 years of experi@hesfarming experience of
majority of the sample farmers has 5-10 years’ Bgpee in coffee

cultivation.
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5.3.3. Identification Of Actorsand Rolesin Araku Coffee Value Chain

Major actors in araku coffee value iohwere identified through
movement of coffee from the producer and servigesiged by the actors
along the value chain. The different actors wereféeoBoard of India,
Integrated Tribal development Agency, NGOs/ Faatiits, Local traders,
GCC (Girifjan Cooperative Corporation), FPOs (FasneProducer
Organization), Local Roasters, Aggregators, ProeessoExports,

Domestic/international Retail chains and consumers.

5.3.4. Mapping and analyzing of existing coffee value chains in araku

valley.

The value chains have been mapped the relatiorvgebnt various
identified players, movement of the coffee, servicdfered by players to
handle various forms of coffee to various destorai across the globe.
Mapping of value chain of araku valley coffee irsWakhapatnam district of
Andhra Pradesh is done considering the core vdlam dunctions, actors and
the product flows. The core functions or processesived in the value chain
include production of coffee, primary movement loé tproduce, processing
and secondary movement of products to the finakaowers. The various
value chain actors included input suppliers, pregsicmarketing facilitators,

aggregators, processors, exporters.
5.3.5 Analysis of coffee value chainsin Araku valley

Analysis of araku coffee is done through the retetiamong the actors
in each value chains, nature of value chains, ppmead among the value

chains and direction of trade of arabica coffee.
5.3.5.1 Valuechainsin araku coffee

Six Value Chains for Araku coffee were identifiesdthe study area.
These value chains were differentiated based omuihaber of the nodes in

the chain and the role of actors in each chain.
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Value chain |

Framer - Local trader - Aggregator - Processor pdeter/Domestic

distributors -Importer/Retail chains - Retail otglelORECA — Consumer

In this value chain the farmers sell harvestedhfraw coffee cherries,
parchment coffee and green bean coffee and saehe local traders at farm
gate. This value chain was major value chain hagdtiore than 70 Per cent

of raw coffee cherries harvested in araku coffdeesahain.

Valuechain 1
Framer — NGOs/Facilitators - Aggregator - Processe
Exporter/Domestic  distributors - Importer/Retail ©is|a - Retall

outlets/HORECA — Consumer

In this value chain the farmers sell harvestedhfraw coffee cherries
to the NGOs at farm gate. NGOs/Facilitators willtfier process the coffee
cherries into Parchment coffee and green bean eoffied supplied to
aggregator further process to reach the end consilwmoeigh different actors.
This value chain was major value chain handling ntoae 20 Per cent of raw

coffee cherries harvested in araku coffee valuencha
Valuechain |11

Framer - FPOs - Aggregator - Processor - Exp@rtenestic
distributors - Importer/Retail chains - Retail @/HORECA — Consumer

In this Chain FPOs will carried out the functioat local traders.
farmers sell harvested fresh raw coffee cherriesctpnent coffee to the
NGOs at farm gate and sells to the aggregator. éggior will take up coffee
curing process based on the destinations. Furtignegator fulfils domestic
needs directly by selling to Industrial processmd amternational destinations

through selling to exporters. Large Aggregators acll as the exporters.
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Valuechain IV
Framer — Local Roaster— Consumer

Value chain handling less than 10 Per cent of hpaent and green
bean coffee harvested in araku coffee value cl@offee beans were directly
purchased by the Local Roasters and further predeas$o various forms like
coffee powder with the different combinations ofcdny, chocolates, roasted

beans, instant coffee.
Valuechain vV

Framer - GCC - Aggregator - Processor - ExporimBstic
distributors - Importer/Retail chains - Retail @/HORECA — Consumer

This value chain was major value chaandiing more than 20 Per
cent of parchment coffee in araku coffee valuerch@ihe GCC collects the
coffee beans from the farmers at the local leved@agular basis and in turn

supply the same to aggregators.
Value chain VI

Framer — NGOs/Facilitators - Exporter/Domestic rdistors -
Importer/Retail chains - Retail outlets/HORECA — €amer

This value chain was major value chain liagdabout 20 Per cent of
raw coffee cherries harvested in araku coffee vahan. Few districts level
NGO'’s collect the quality coffee cherries and beftom farmers at regular
intervals and process the beans at their own psoagsinits where the beans
are processed as coffee powder and various forrhgghwis branded as
“Araku Coffee” exported. On the other hand, faatfirs provide trainings,
health care programs to tribal farmers and edutalisupport to the tribal

girls.
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5.3.5.2 Classification identified Aarau coffee values based on nature of

value chains

In the value chain 2 and 6 are the facilitatovein, which were mainly
driven by non-Government officials (NGOs) in thenfoof suppling saplings
of coffee, seeds, providing marketing facilitiespgessing facilities. While
the value chains 1,3,5 are the buyer driven heregersulike GCC, Local
traders, FPOs, NGOs and Local roasters are majorsadriving the value
chain. The value chain 4 was majorly driven by pssor, it was the local

roaster.
5.3.5.3 Price spread across various value chains
Value chain |: Farmer—= Local Trade+~»Aggregator —» Exporter

The producer share in consumer rupee in value ¢haias 68 per cent
wherein the total cost incurred by producer accedirfor 2.05 per cent of
consumer’s price. The Price spread across the alasm was found to be
31.73Per cent.

Value chain Il: Farmes=» GCG—» Aggregator—» EXxporter

The producer share in consumer rupee in value €haas 65.89 per
cent wherein the total cost incurred by produceoanted for 2.09 per cent of
consumer’s price. The Price spread across the alasm was found to be
34.11Per cent.

Value chain lll: Farmet=—>  FPOs/FPes» Aggregato—»  Exporter

The producer share in consumer rupee in value €haas 66.16 per
cent wherein the total cost incurred by produceoanted for 1.55 per cent of
consumer’s price. The Price spread across the alasm was found to be
33.84 Per cent.

90



Value chain IV: Farme~»  NGOs/Facilitatesss» Aggregator—»

Exporter

The producer share in consumer rupee in value €haas 62.83 per
cent wherein the total cost incurred by produceoanted for 1.05 per cent of
consumer’s price. The Price spread across the alasm was found to be
37.17 Per cent.

Value chain V: Farmes—» Local Roastes» Consumer

The producer share in consumer rupee in value €haas 37.14 per
cent wherein the total cost incurred by produceoanted for 0.87 per cent of
consumer’s price. The Price spread across the alasm was found to be
62.86 Per cent.

Value chain VI: Farme=»  NGOs/Exporter

The producer share in consumer rupee in value €haas 62.99 per
cent wherein the total cost incurred by produceoanted for 1.05 per cent of
consumer’s price. The Price spread across the \&laa was found to be
37.01 Per cent.

5.3.5.4 Direction of trade of Indian arabica coffee exports

Italy was one of the largest and consisteporters of arabica coffee
and retained 45.21 percent of its previous shagaihed a share of about 100
percent from Switzerland and 28.48 percent frongBeh. It also lost a share
of 20.19, 15.27, 6.3, 6.0, 4.7 percent to the U&S&rmany, Switzerland,

Australia and 4.71 percent to United Kingdom.

5.3.6 CONSTRAINTSIN DIFFERENT STAGES OF ARAKU VALLEY
COFFEE VALUE CHAIN.

On the basis of the information collected from toéfee farmers, the
major constraints perceived by them during the petidn were Lack of
Credit (68.00), where in several farmers cannothgeod enough credit to

purchase the quantity inputs required to increageproduction of coffee.

91



This complements the second biggest constraintahmeirs reported as the
high prevalence of pests and diseases (67.00) asidjorer in the stem. In
addition to this, Lack of training and advisory seeg (rank Ill), Knowledge
on Selective picking of ripened coffee cherriesikre/), Undesirable climatic
condition (rank V), were the other major constraiféiced by coffee farmers

in the study area.

The constraints perceived by the coffee farmersduwrocessing were
non-availability of hand -pulpers and other machin@2.00), Second biggest
constraint the farmers reported as the cost of maghis high (62.33). In
addition to this, unaware of technically how to ggss the coffee (rank IIl),
More of labour intensive for processing of coffeank 1V), Many of the

farmers also complained about lack of coffee chsravailability (rank V).

The constraints perceived by the coffee farmergdunarketing were
Lack of good transport facilities (rank 1), Lack ofarketing facilities (rank
II), Lack of skill in marketing (rank Ill), High tresport cost (rank 1V) and

Lack of interest (rank V).

The constraints perceived by the coffee traderack lof adequate
storage facilitieqrank 1), high transport cost (rank Il), poor aeaility of
transportation (rank 1ll), Lack of credit (rank I\VQuality related problems

(rank V) and Lack of marketing (rank VI).

High end machinery cost was highly critical issisethe availability of
suitable machinery was difficulty and were costly the roasters, Electrical
consumption is highly critical issue and major costurs while processing.
Lack of technical man power is an Issue, but ndicatj roaster can train
locally available human resource. Quality of théem® is not a critical issue
and managed by the roasters. Timely availabilitya@f materials is not often

and the roasters doesn’t feel it as a criticalassu

Government policies where highly critical issudl whange frequently

and restriction on the quantum for the exporteright charges are costlier
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and the 50 percent of the value goes to it. Inadegexport promotional

measures are another highly critical issue as dle dredit access, heavy

documentation work for exports and the documentatimrks takes more

time for the process of export. Quality of the eeffis not a critical issue and

managed by the exporter.

5.4

CONCLUSIONS

The CAGRs of area under Indian coffee from 2000602020-21 was
1.59 per cent. This indicated that a minor increasgea under coffee

in India was over the last 21 years.

The age group details that most 43.33 per centsgoraent farmers

were falling in the age group between 30-50 years.

Education status revealed that majority 60 per oénhe farmers are

illiterates.

50 per cent of the sample farmer were having thelyasize below 4

members.

53.33 per cent of respondent farmers were in tG8,000- 2, 00,000

categories.

85 per cent of farmers were marginal farmers wathdl holding of

below 2.5 acres.

Framers experience in cultivating coffeéis66 per cent of the sample

farmer have farming experience of 5-10 years

Araku valley coffee has huge demand in the inteosnat market for its

natural grown coffee.

Local traders are giving the best prices when coetparth the other

actors in the different value chains.

Farmers were showing interest to sell their produte

NGOs/Facilitators even price received by them anewhen compared
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with the other actors in the value chains becahse farmers are
benefitted by the social infrastructure provided Dbthe
NGOs/Facilitators.

Local roaster takes very low volume coffee in thigahains and they
help in the future for promotion of the araku ceffm the domestic

areas for its special aroma and natural way of grgwoffee.

Italy was one of the largest and consistent impsrtd Indian arabica

coffee.

POLICY IMPLICATIONS

1.

94

As araku coffee was naturally grown there shouldaloper labelling a
product as organic or natural grown is consideradhlaable marketing

advantage in today’s consumers’ market.

Basic issues like logistics, ware houses and laggregation need to be

addressed.
Need of structured markets with transparency orptloes.

Encouraging the small-scale industries in the aredgion for curing,
roasting and value-added products. Which helps he building of

domestic markets with various products.

Focus needs to be taken on the promotion of locaiding and domestic

exports.
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