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Demand and Supply for Coffee
The most critical skill in economics is the ability to correctly apply the theory of supply and demand to enhance a thorough understanding of specific markets. The approach demonstrates the practical affiliation amid the number of goods and services that critical consumers are willing and able to buy at a given price and time (Mohan, Gemech, Reeves, & Struthers, 2016). This assignment grants the chance to thoroughly analyze several facts and shocks to the market for coffee. Coffee refers to a soft commodity derived from a coffee plant that grows mostly in subtropical as well as tropical climates (Pião, da Fonseca, de Carvalho Januário, & Saes, 2020). The beverage produced from cherries of these plants is the primary source of caffeine in diets in both developing and developed countries. Coffee as a commodity is one of the most traded products in the global markets. Coffee is grown in more than 50 countries; it provides living to over 20 million farmers. Approximately 100 million people are involved in coffee production, processing, trading, and retailing of the product. The target market for coffee includes specialty coffee drinkers, coffee shop lovers, drip coffee drinkers, not forgetting about whole bean buyers. Coffee traces its popularity from the 17th century from the lush highlands of Ethiopia (Mohan et al., 2016). Cherries were found to be appealing and aromatic. Once dried, coffee beans posed a stimulating effect, and hence locals in Ethiopia never perfume religious ceremonies without coffee being drunk.
According to historical records, widespread coffee was as a result of Sufis of Yemen, who were the first committed coffee drinkers outside Africa (Pião et al., 2020). As a result, coffee houses were established across the Ottoman Empire and the Middle East; and they ended up capturing the attention of Western traders who took the stimulating drink back to their home countries in the middle of the 17th century (Pião et al., 2020). In the recent past, demand for coffee has increased as a result of emerging nations featured with the rise in per capita incomes. Demand for coffee has also been as a result of skyrocketing prices for coffee substitutes such as cocoa and tea. On the other hand, supply determinants for coffee include predictable climatic conditions, a large number of countries producing coffee, high levels of coffee inventories, in addition to investment and productivity of coffee in the major coffee farming countries. There is no doubt that the demand and supply of coffee have increased tenfold over the past decade.
Data 
According to the International Coffee Organization (ICO) (2019), it is projected that coffee production will increase by 0.9% in the 2019/20 financial year as a result of various changes in productivity of robust and Arabica. World coffee exports amounted to 11.06 million bags in January 2019, compared with 10.78 million in January 2018 (Mohan et al., 2016). Statistics have affirmed that many people are consuming more coffee than it had been the case before. According to the UN’s Food and Agricultural Organization, coffee is one of the most popular drinks produced in over 50 countries (Bejan, Colaner, Le, & Wydick, 2018). Brazil has been quoted as the most dominant producer of coffee in the world; wherein 2017-18, the country produced more than 50 million bags of coffee beans, followed by Vietnam, Colombia, Indonesia, Honduras, Ethiopia, India, Uganda, Peru, and Mexico (Bejan et al., 2018). These facts are justified by the fig 1.1 below:




Fig 1.1
A report by Fairtrade Foundation (2019), asserts that over 125 million people around the world are dependent on coffee for their livelihood. Coffee contributed to around 25 million smallholder farms and hence producing more than 79% of the world’s coffee (Bejan et al., 2018). Fairtrade Foundation asserts that coffee farmers contribute more than 0.55 million tons of coffee year. Although researches have come up with more than 100 species of coffee plants, the most commonly grown are Robusta and Arabica.
Regarding consumption, statistics have shown that only two countries constitute an average of 10 kilograms of coffee per person per year, and these include Sweden and Finland (Fain, 2019). However, Nordic countries marked the most significant percentage of coffee consumption per person. Observe fig 1.2 below:
Fig 1.2
From the above figure, it is evident that the world’s top 10 coffee consuming countries are in Europe while the leading producers of coffee are in the developing nations, which have the right weather to grow and manage coffee.
According to the Fain (2019), the coffee supply chain is quite complicated since the beans pass through the hands of growers to traders, processors to exporters, and from roasters to retailers. This complex chain plays a crucial role in the shifts of the price of coffee and hence posing more significant consequences to farmers, customers as well as producers. Fig 1.3 below shows the effects of supply chain on price of roasted coffee in different countries.



Fig 1.3
Statistics have also affirmed that demand for coffee products is depended on quality. For example, in the UK, coffee consumers are found to pride themselves based on their ability to drink strong coffee. The most popular coffee drinks are consumed in the United Kingdom and are milk-based.
Analysis
[bookmark: _GoBack]In economics, every highly-rated product is expected to be influenced by variations in market forces, and hence, coffee is not exceptional. From the aforementioned statistical findings, it is evident that the demand and supply for coffee had been increasing gradually in the global market (Bejan et al., 2018). Demand for coffee has increased as a result of the growing demand in the emerging nations as per incomes increase. For example, the consumption of coffee in China has doubled due to the escalating state of its economy over the last five years (Fain, 2019). Statistical findings have also shown that demand for coffee has mushroomed as a result of an increase in the price of substitute products such as coffee and tea as a result of global warming and other environmental hazards. 
In the contrary, supply for coffee in the global market has been a result of stable climatic conditions in less developed countries such as Ethiopia, Uganda, Kenya, and some developed nations such as Brazil and Indonesia. Other factors behind increases coffee supply are the presence of existing high levels of coffee inventories in producer nations, which helps in keeping the chain occupied and unending (Bejan et al., 2018). There is a large number of contemporary countries endowed with pleasant climate and the ability to grow and export coffee. Also, there has been rampant innovations in farming, which has made it easy for companies to accurately process coffee beans (Bejan et al., 2018). Although global warming has become a significant threat to the productivity of coffee, coffee production indeed provides a livelihood to millions for families. Hence, its supply seems to shoot higher with the increase in the global population.
Conclusion
In summary, coffee is one of the best tradable and valuable commodities greasing the global economy. Evident from statistics, coffee supports the livelihood of millions of families and hence a lot of effort must be made to polish coffee industry so as to enhance profitability for both nations and farmers. Coffee is among the first exports in developing nations and imports to developed countries, and hence its relevance in the global economy can never be estimated (Bejan et al., 2018). The significant determinants of supply and demand for coffee in the worldwide market include emerging nations due to per capita incomes rise and the increasing prices for coffee substitutes such as cocoa and tea. On the other hand, supply determinants for coffee include predictable climatic conditions, a large number of countries producing coffee, high levels of coffee inventories, in addition to investment and productivity in coffee production in the major coffee farming countries.
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60 KG Bags of Coffee Produced in Top 10 Countries
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Per Capita Coffee Consumption in 2016
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Retail Prices of Roasted Coffee
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