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ABSTRACT

Coffee as a strategic commodity in the world opens up opportunities for various
producing countries including Indonesia and Vietnam. Both countries have a significant
role to supply the US market as the main export destination. This study aims to evaluate
comparative advantage and export performance of Indonesian and Viethamese coffee.
Quantitative method has been used by calculating the Revealed Comparative Advantage
(RCA), Export Competitiveness Index (ECI), and Export Product Dynamic (EPD) using
secondary data from 2001-2019. In term of RCA, both Indonesia and Vietnam have a
comparative advantage in US. Indonesia’s RCA valuewas lower than Vietnam’sones, i.e.,
5.562 <8.57. This result was caused by the lower Indonesia’s export performance rather
than Vietnam’s ones. The ECI of both countries were dynamic but tended to decrease
in international market.In term of EPD, Indonesia and Vietnam were both in the rising
star position that indicated strong capability of both countries in supplying coffee to the
US market. Therefore, both countries shared a similar big opportunity to increase their

coffee export quantities.
Keywords: Coffee, RCA, EPD, ECI, Export.

INTRODUCTION

Coffee is an economically important
commodity worldwide, since the tradition
of drinking coffee has been around for
many years. In addition to beverage,
the coffee is also used for food flavor
and pharmaceutical industries recently.
Besides being high in demand, coffee
is also a strategic commodity in various
countries in the world. The Asia region
is a home of coffee plantation fields that
supplies the world coffee need.

Indonesia has been a coffee producing
country for such long period. The abundant
coffee production can supply not only
domestic but also international market.
Indonesian coffee is a strategic commodity
with a high competitiveness to supply the
international market (Sofyan et al., 2018).
Most of plantations in Indonesia are owned

and operated by small holder farmers
(96.3%), followed by 1.78% and 1.59%
from government and private plantations,
respectively. Most of production area
is found in South Sumatra (25.59%),
followed by Lampung (14.63%), North
Sumatra (9.39%), Aceh (9.36%), and East
Java (8.54%). Indonesia frequently export
coffee to international markets, such as US,
Italy, Germany and Japan, during the past
10 years. Three Indonesian coffee types,
namely HS: 0901110, HS: 09012120, HS:
09011190 are exported to international
market in 2018, with the volume for about
98%, 1.1% and 0.7%, respectively.

Data obtained from international
trade center ITC (2021) reported the list
of top five exporter countries who supply
coffee product (excluding roasted and
decaffeinated) to United Stated of America
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are Brazil, Colombia, Vietham, Guatemala,
and Indonesia. Both Indonesia and
Vietham are two main coffee producing
countries in Asia that supply coffee to the
international market, especially United
States of America (USA) as the main
targeted market. Aside USA, Vietnamese
coffee is also mainly exported to Germany
and ltaly (Nguyen, 2020).

During 2001-2019, the mean of annual
imported coffee product by USA from
Vietham and Indonesia are 161092 and
70771, respectively (ITC, 2021). The sum
of imported coffee product by USA during
2001-2019 from Vietnam and Indonesia
are 3 million tons and 1.3 million tons,
respectively (ITC, 2021). The graph of
annualimported coffee productby USAfrom
both mentioned Asian exporter countries is
showed at Figure 1. The highest number
of coffee product imported by USA from
Vietham and Indonesia are 250 331 tons at
2016 and 118 434 tons at 2005. In general,
coffee product from Vietnam is imported 2x
more than Indonesia ones. It is important
to measure the level of competitiveness of
both Indonesia and Vietnam as the coffee
exporter to the US market. Therefore, this
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research aims to evaluate comparative
advantages and export performances of
the Indonesian and Vietnamese coffee. To
the US market during 2001 to 2019.

METHODOLOGY

Quantitative method in present study
used secondary data originating from
the International Trade Center and
International Coffee Organization (ITC),
United Nations International Trade Sta-
tistics Database (UN COMTRADE),
and Food and Agriculture Organization
Corporate Statistical Database (FAOSTAT)
with a period of 19 years, from 2001 to
2019 with a data group with the HS code
090111.

RCA (Revealed Comparative Advantage)
RCA was performed to measure the
comparative advantage of not only
agricultural products as raw products,
but also finished products (Alexander
& Nadapdap, 2019; Firmansyah et al.,
2017; Hamzahet al., 2020; Rosiana et al.,
2018; Wardani & Mulatsih, 2017; Zuhdi &
Suharno, 2016).

RCA= (X, /X)/(X,/X)
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Figure 1
The Number of Imported Quantity (Tons) of Coffee Product by United States of
America from Vietham and Indonesia During 2001 to 2019.
Product: 090111 Coffee (Excluding Roasted and Decaffeinated)



Where RCA is Revealed Comparative
Advantage, X, is export value of
Indonesian/Vietnamese coffee to USA, X
is export value of total Indonesian/Vietnam
export to US, X, is world export value to
US, and X, is world total export to US. The
result is classified into to two categories,
i.,e., RCA>1 meant it has comparative
advantage, while RCA <1 meant no

comparative advantage.

ECI (Export Competitiveness Index)
The ECI was used to measure the trend of
a product in the target market share and
this variable was important to know the
long-term export prospects of a product.

ECI= (Xij/Xw)t / (Xij/Xw)t-1

Where ECI is Export Competitiveness
Index, X;is export value of Indonesian/
Vietnamese coffee, X, is export value
of world coffee, tis on going period, and
t-1means previous period. The result of
ECI>1implied that the direction of the
commodity export trend was experiencing
an upward trend, whereas the ECI<1
implied that the trend declined (Alexander
& Nadapdap, 2019; Putraet al., 2015).

EPD (Export Product Dynamic)

The EPD was measured to identify the
competitiveness of a commodity and also
to determine whether a commodity has a
dynamic performance or not. This variable
showed the market position of a country’s
commodity for a specific market purpose.
The classification of EPD was displayed in
Table 1.
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X-axis showed growth in market share
of total exports (Indonesia and Vietnam) as
follow:

2 (X W, ) x 100% - 3 (X /w,),, x 100%)
T

Y-axis showed growth
market share as follow:
Ztt=1(xtj/wtj)tx 100% - Z‘t_1(xtj./wtj)t_1 x 100%)

T

Where X, is export value of
Indonesian/Vietnamese coffee to US, W._
is world export value of coffee to US, th
is total value of Indonesian/Viethamese
to US, Wtj means total world export to US,

and Tis total year.
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Figure 2. Export product dynamic
quadrant

Market attractiveness was calculated
based on the growth of the demand for a
commodity for a specific market destina-
tion. The result was plotted in four quad-
rants, i.e rising star, falling star, lost oppor-
tunity, and retreat position (Firmansyah et
al., 2017), as showed in Figure 2.

Table 1
Classification of Export Product Dynamic

Country Export Share in World Trade

Product Share in World Trade (Y)

(X) Rising/ Falling/
Dynamic (+) Stagnant (-)
Rising/Competitive (+) Optimal Vulnerable
Rising Star Falling Stars
Falling/Non-Competitive Weakness Restructuring
Lost Opportunity Retreat

Source: Eztherhuizen, 2006
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RESULTS AND DISCUSSION

Both Indonesia and Vietham predominantly
export their robusta coffee to world market
(Manalu et al., 2020). Both countries export
in form of coffee been instead of powder
with a higher selling price. The exports
of Indonesian coffee to the US displayed
fluctuated pattern in similar to Vietnamese
ones; however, both countries tended
to have an increasing trend. In 2017,
Vietnam experienced a very sharp decline
in exports compared to Indonesia. This
condition might be caused by the weather
restriction issues over there. FAOSTAT
(2020) reported that coffee plantation area
in Indonesia was decline more than 4%
compared to Vietham. The decreasing of
production area impacted on the growth of
Indonesian coffee production for only 30%
while Vietnam’s growth almost 100%.

RCA (Revealed Comparative Advantage)
Indonesia and Vietham showed a relatively
difference performance during 2001 to
2019. The RCA of Vietnam was higher than
Indonesia, because their export quantity to
US was more than Indonesia (Figure 3).
Both countries had an RCA>1, thus implied
that both countries had a comparative
advantage for coffee commodity in the
world, specifically US market share.

In more detail, Indonesia’s RCA value
in 2010 was 4.57 while Vietham’s RCA
value has exceeded 22.6. This value is
influenced by the high value of Vietnam’s
coffee exports compared to Indonesia. In
2016, Vietnam’s export value reached a
the highest record for the period of 2016-
2019. However, the export value continued
to decline by 36% in 2019. On the other
hand, the decline in the value of Indonesian
coffee exports in the 2016-2019 period was
only around 14%. Although both countries
experienced a decline, the decline in
Vietham’s RCA value in 2019 was more
drastic than Indonesia’s RCA value.

The presence of comparative
advantage was implied the export com-
petitiveness. In this case, comparative
advantage was defined as the capability
of certain country to produce coffee at a
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lower price compared to other competitors/
countries. Rosiana et al., (2018) reported
that Indonesian coffee possessed a
comparative advantage in their market
share. Setiawan and Sugiarti (2016) also
reported that Indonesian coffee had a
comparative advantage during 1999-2004
in the Malaysia’s market. This comparative
advantage subsequently affected other
production factor (Zuhdi & Suharno, 2016).

However, there was a relatively dif-
ferent RCA fluctuation trend between
Indonesia and Vietnam during 2001-2019.
Vietham had a sharp decline in performance
over the past 19 years, while the fluctuation
of Indonesia seemed to lower. The RCA
value for Indonesian coffee experienced
a decline only in 2010, in similar to earlier
report by Rahardjo et al., (2020). Coffee
bean exporting countries, including
Indonesia, experienced a decline in their
export competitiveness, due to changes
in world coffee bean prices (Alexander &
Nadapdap, 2019).
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Figure 3
The Revealed Comparative Advantage
of Indonesia and Vietham

In similar to present study, Purna-
masari et al. (2014) reported that the
competitiveness of Indonesian coffee
from 1990 to 2011 was categorized as a
low level, indicated by a low RCA value,
as compared to other competitors.
Some cases attributed to the low RCA of
Indonesian coffee were (i) the low quality



of exported coffee in form of green bean,
defect bean and bean with the higher
water content; (ii) limitation of up-to-date
knowledge and bargaining position due
to small scale holder. Pratita et al., (2018)
reported that the farmer knowledge level
was affected by personal, technical and
managerial competences. Thus, there is
a need to formulate follow-up strategies
ranging from the production side, supply
chain, value chain, trade regulations and
other export regulations in order to increase
the RCA value (Hamzah et al., 2020).

ECI (Export Competitiveness Index)
The ECI value in present work showed the
trend of both Indonesian and Vietnamese
coffee export performance to the world
market shares. This variable was important
to consider by the government and stake-
holders during the policy formulation in
order to increase the export performance
both for Indonesia and Vietham.
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Figure 4
The Export Competitiveness Index of
Indonesian Coffee

The ECI value of Indonesian coffee
showed a dynamic pattern, with a high
tendency to decline over the past 19 years.
The lowest Indonesia’s coffee ECI value
was noted in 2014 and 2018 at 0.76 and
0.77, respectively. The low Indonesia’s
coffee ECI value might be caused by
various factors. Natural resources, human
resources, science and technology, capital
resources, and infrastructural resources
were categorized as internal elements that
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could influence the volume of Indonesian
coffee exports. Indonesia has a lot of
advantages in terms of natural resources,
such a high biodiversity and suitable places
for coffee plantation. However, Indonesia
still faced several problems related to
the less farmers’ knowledge (Baso and
2018) that related to the low adoption of
technology.
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Figure 5
The Export Competitiveness Index of
Viethamese Coffee

In similar, the ECI value of Vietnamese
coffee also sharply fluctuated and seemed
to decline over the past 20 years. The
lowest ECI value experienced by Vietham
was noticed both in 2015 and 2019 at 0.76
and 0.78, respectively. In perspective of
production, productivity, and production
area, Vietnam showed no decline over the
past 20 years. Thus, the lowering ECI of
Viethamese coffee might be caused by
the weakening of domestic exchange rate
against USD, and the decline of demand
from recipient countries. In addition, the
decline of Vietnamese coffee export
performance might relate to the presence
of certain policies that potentially impede
the export to the international market (Nha
et al., 2020).

EPD (Export Performance Dynamic)
The EPD value was expected to detect
Indonesia’s  competitiveness in  the
international coffee trade. Along with RCA,
the EPD reflected the condition of coffee
exporting countries competitiveness to the
US market share.
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Figure 6
The Export Performance Dynamic of Indonesian and Viethamese Coffee to the
US Market
Table 2

The Revealed Comparative Advantage (RCA) and Export Performance Dynamic
(EPD) of Indonesian and Viethamese Coffee during 2001 - 2019

Country RCA Index EPD Position
X axis Y axis
Indonesia 5.63 0.05 0.01 Rising Star
Vietnam 23.86 0.06 0.01 Rising Star

Source: Data Processed, 2021

The result in Table 2 showed that
the EPD value of Indonesia in both the
horizontal and vertical axes was placed
in the rising star quadrant. This work also
resulted that Vietnam also placed in rising
star position. Previous study conducted by
Zuhdi & Suharno (2016) also reported the
similar result.

Since placed into rising star quadrant,
the export trade performance of both
countries was so dynamic. Based on ITC
data at Figure 1, the volume of Indonesian
coffee exports to the USA had increased
in 2005 by 219% from 2001, but showed
a declining trend in the following years.
Indonesia’s coffee export volume in 2019
decreased by 51% compared to 2005. On
the other hand, Vietham also managed to
increase its coffee export volume in 2016
by 379% compared to 2001. Unfortunately,
Vietham’s coffee export volume also
declined in 2016, namely a decrease of
36% in 2019 compared to 2016.

The fluctuation of coffee volume
exports was certainly influenced by
domestic coffee production. The higher
domestic coffee production supported the
increase of export volume and vice versa.

In addition to domestic production scale,
domestic coffee prices also impacted on
the export volume. When the domestic
coffee price increased, the export volume
tended to decrease, and vice versa. This
situation was caused by the high tendency
of coffee farmer to sell their coffee into
domestic market, due to the high demand
of domestic market. During the last five
years, the consumption of instant coffee
has been significantly increased, with an
average of 9.66% per year (Kementerian
Pertanian 2020). Another factor that
influenced the export volume is the demand
from importer countries. The abundant of
ready-to-export coffee product in domestic
level would be meaningless if the volume
of demand was reduced (Prajanti et al.,
2020). The supply, demand, and price
of Indonesian coffee became important
factor determining export performance
(Sagita 2013). In addition, the increase of
coffee prices at international level was also
successfully proved to increase the export
volume (Desnky et al., 2018; Setiawan &
Sugiarti 2016).

The rapid growth of new consumer
countries and the decline of importing



demand from any competing countries,
especially certain country with limited
production due to extreme weather
condition opening a larger opportunity
for both Indonesia and Vietham to
increase export volume. To increase
Indonesia’s coffee competitiveness in the
USA market, there is a need to have a
strength collaboration between farmers to
penta-helix subjects, i.e., academicians,
business, community, government and
media. Academicians play a key role in
determining the research, development
and social empowerment. Business gave
a support in terms of capital and financial
skill. Community could allow the transfer
of technology and are not apathetic to
cooperation. Government produced
favorable policies for farmer. Media took
an important step in transferring favorable
information. Earlier study has been reported
that penta-helix collaboration in city-scale
level is indispensable in developing the
potential of a central coffee production
area in order to meet the demand for coffee
markets at national and international levels
(Virgawati & Murdiyanto 2020).

CONCLUSION
Both Indonesia and Vietnam had a
comparative  advantage for  coffee

commodity in the US market share. The
RCA of Vietnamese coffee was higher than
Indonesian ones; however, Viethnamese
coffee also displayed sharper fluctuation
and deeper decline over the past 19 years.
The ECI value of both countries seemed
to decrease during study period, due to
the decline of production for Indonesia; the
strengthening US currency and the decline
of demand for Vietham case. Both countries
placed in the rising star position to supply
US market coffee demand. To increase
Indonesia’s coffee competitiveness,
farmers should collaborate with penta-helix
subjects. Future research related to the
implementation of penta-helix in a broad
level is still interesting to study.
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