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Abstract

In order to face a competitive market environment, knowing the position of the product
itself and competitors is needed. Coffee is the main tropical commodity traded in the world.
Coffee has great potential and is very competitive. The research objective is to determine
the competitiveness of Indonesian coffee and processed coffee beans exports in the
international market by using Revealed Comparative Advantage (RCA) to analyze the trade
that occurs in several other major exporters such as Brazil, Colombia, and Vietham as
competitors of Indonesian coffee and analyze strategies to increase the competitiveness of
Indonesian coffee export in the international market. Indonesia has an average RCA value
of 3.64 and is the smallest value compared to other world coffee exporting countries. The
small RCA value indicates that Indonesia's comparative advantage still needs to be
improved. Based on Export Product Dynamics (EPD), it is known that there are three
countries, including Indonesia, which has lost opportunities to be able to trade with other
countries, especially coffee products. This condition makes Indonesia needs to improve.
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Production activities and maintain quality. Indonesian coffee products have a variety of
types, which, when used, will increase the competitiveness of the Indonesian state.
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Abstrak

Dalam rangka menghadapi lingkungan pasar yang kompetitif, mengetahui posisi produk
sendiri dan pesaing sangat dibutuhkan. Kopi merupakan komoditas tropis utama yang
diperdagangkan di dunia. Kopi memiliki potensi yang besar dan sangat kompetitif. Tujuan
penelitian ini adalah mengetahui daya saing ekspor biji kopi dan kopi olahan Indonesia di
pasar internasional dengan menggunakan Revealed Comparative Advantage (RCA) untuk
menganalisis perdagangan yang terjadi pada beberapa eksportir utama lainnya seperti
Brazil, Kolombia dan Vietnam sebagai kompetitor dari kopi Indonesia, dan menganalisis
strategi dalam upaya meningkatkan daya saing ekspor kopi Indonesia di pasar
internasional. Indonesia memiliki nilai rata-rata RCA sebesar 3.64, dan merupakan nilai
terkecil dibandingkan negara-negara pengekspor kopi dunia lainnya. Nilai RCA yang kecil
mengindikasikan bahwa keunggulan komparatif yang dimiliki Indonesia masih perlu
ditingkatkan. Berdasarkan Export Product Dynamics (EPD) diketahui terdapat tiga
negara, termasuk Indonesia yang mengalami kondisi kehilangan peluang untuk mampu
melakukan perdangangan dengan negara lain khususnya produk kopi. Kondisi ini
menandakan bahwa Indonesia perlu memperbaiki aktivitas produksi dan menjaga kualitas.
Pada dasarnya produk kopi Indonesia memiliki jenis yang beragam yang bila
dimanfaatkan akan menambah daya saing dari negara Indonesia.

Kata kunci: daya saing; export product dynamics; revealed comparative advantage;
strategi.

INTRODUCTION

The international market can be interpreted as the interaction of cultivation in
the form of exports and imports of goods or services through mutual agreements
between countries. International Trade reviewing interdependence between
countries that influences the country's political, socio-cultural, and military
relations (Sari and Tety, 2017). Trade between countries is currently growing, thus
creating a competitive market environment. Facing a competitive market
environment knowing the position of one's product and competitors is needed.
Identification of one's product position is used as a foundation in formulating the
right product marketing strategy to be able to compete in a competitive market
environmentincluding agricultural commodities.Agricultural commodities in the
development of world trade require increased competitiveness (Firmansyah et al.,
2017).
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Coffee is the second largest product traded in the world; coffee has great
potential and is very competitive (Zuhdi and Suharno, 2015). According to the
Ministry of Agriculture of Indonesia (2016), Indonesia is known worldwide for
its specialty as a coffee producer through various coffee and civet coffee
variants. The unique taste and aroma of coffee from Indonesia makes Indonesian
coffee has an excellent opportunity to be increased in international trade. One
of the most developed commodities in the world is commodity coffee (Fadah
and Handriyono, 2015). Baroh et al (2014) explain that international trade
competition is getting tougher because of the increase of world coffee
production unequal with demand for coffee.

Coffee is the main tropical commodity traded in the world, with the
contribution of half of the total export of tropical commodities (Rahardjo et al.
2019). Coffee development is inseparable from its role as one of the plantation
commodities, which is the focus of development for export purposes. Based on the
USDA (2016), Indonesia listed as the fourth largest coffee producer in the world
after Brazil, Vietnam, and Colombia. Narulita et al. (2014) stated that Indonesia is
the world's fourth-largest coffee commodity exporter, with an average role of 4.76
percent of total world exports. Brazil occupies the first position with an average
role of 24.30 percent, followed by Vietnam with 17.94 percent, and Colombia with
10.65 percent.The growth of Indonesian coffee production increased by 2.11% per
year during 1990-2015 and increase in Indonesian coffee productivity of 1.54% per
year (Rosiana et al., 2018).

Coffee is a part of international trade and important agricultural raw material
(Torok et al., 2018). Coffee export development is an effort undertakento develop
and improve the quality of export crops to maintain existing international market
shares and as an effort to make new market penetration following the government's
goal to make coffee as one of the primary export commodities Ministry of
Agriculture of Indonesia (2016). With the change in international demand for
Indonesian coffee products, it is necessary to know the competitiveness of
Indonesian coffee by identifying the Indonesian coffee’s positioning in
international market and how to increase its export. Sachitra and Chong (2016)
explained that the making of strategies must be comprehensive, supported by the
existence of operational explanations of each predetermined target.

Narulita et al. (2014) argued that in the era of globalization, competition
conditions were increasingly fierce, where each country opened its markets to each
other. The development of processed coffee products to diversify, such as roasted
coffee, instant coffee, coffee mix, decaffeinated coffee, soluble coffee, and ice
coffee has a valuable meaning because it is possible to become a superior
commodity that has high competitiveness in the international market. Indonesia, as
a tropical country, has the opportunity to develop diversified processed coffee
products, also has the potential to develop specialties coffee processing industry
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products with distinctive flavors such as; Lintong Coffee, Kintamani Coffee, and
Toraja Coffee. Rosiana et al. (2017) explained that increased competitiveness will
enhance the market share of a country that is supported by the improvement of the
quality, productivity of coffee, and technology.Indonesian coffee production is
among the four largest in the world but does not yet have a competitive advantage
when compared to other exporting countries (Purnamasari et al., 2014).

This study aims to determine the competitiveness of Indonesian coffee and
processed coffee beans exports in the international market by using Revealed
Comparative Advantage (RCA), to analyze the trade that occurs in several other
major exporters such as Brazil, Colombia, and Vietnam as competitors of
Indonesian coffee. This analysis will provide a preliminary interpretation of the
position of Indonesian coffee trade in the international market. The second
objective is to analyze the strategy to increase the competitiveness of Indonesian
coffee exports in the international market. The results will contribute strategies to
evaluate the effects of increasingly competitive market pressures and challenges
faced by Indonesian coffee in the international market.

Competitive and Comparative Advantage of Indonesian Coffee

In this study, we analyze the competitiveness of Indonesian coffee. However,
there are some differences between competitive and comparative. Comparative
advantage is widely believed by us as the main determinant of international
production and trade patterns. Porter (1985) emphasized competitiveness at the
level of a firm in terms of competitive strategies such as low cost and product
differentiation. Porter (1990) said that a nation’s competitiveness depends on the
capacity of its industry to innovate and upgrade. Companies gain the advantage
against the world’s best competitors because of pressure and challenge. They benefit
from having strong domestic rivals, aggressive home-based suppliers, and
demanding local customers. Competitiveness analysis is carried out using a
mathematical approach to the measurement of commodity competitiveness in
international markets. Quantitative data were processed using the Revealed
Comparative Advantage (RCA) analysis to determine the competitiveness of
Indonesian coffee in the international market. The RCA method is a method used
to measure the comparative advantage of a country's commodities in the
international market, which is reflected in the value of its exports.

Export Product Dynamicof Indonesian Coffee

Export Product Dynamic (EPD) is an analytical method used to identify the
competitiveness of a product and to determine the performance of a product,
whether dynamic or not, in the flow of export trade in a country. Market position
can be known because this method uses total export shares (X) and commodity
export shares (Y) as variables (Pradipta and Firdaus, 2014). Although not all
products have a high export value, it does not mean that the product has no
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competitiveness.

Lost Opportunity Rising Star

Retreat Falling Star

Source: Estherhuizen (2006)
Figure 1. Position the competitiveness of products by the EPD method

Figure 1 explains lost opportunity market share position is a market condition
or competitiveness that is least expected by a country because, in this position, there
is a decline in market share in domestic products, while the export market share in
destination countries has increased. This condition causes a country to lose the
opportunity of export coverage for products and goods produced to destination
countries and international markets. Conversely, if exports are in a rising star,
exports are in the highest market position because in this position exports have
increased, and export market share in the international market is increasing. The
market position that is not expected by other countries is falling star due to this
position, an increase in market share even though it does not occur in products or
goods that are dynamic in the global market. A retreat is a condition where a
country's product or goods are no longer desirable by market share (Estherhuizen
(2006). The competitiveness position matrix with the EPD method can be seen in
Table 1.

Table 1. Competitiveness Position Matrix with the EPD Method

Share of Country’s Export in Share of Product in World Trade
World Trade Rising (Dynamic) Falling (Stagnant)
Rising (Competitive) Rising Star Falling Star
Falling (Non-competitive) Lost Opportunity Retreat

Source: Estherhuizen (2006)

METHODS

The data used in this study are all secondary data with international data
coverage. Data obtained from the Central Statistics Agency (bps.go.id 2018),
International Trade Center (ITC) (intracen.org 2019), UN Comtrade
(comtrade.un.org 2018), and International Coffee Organization (ICO) (ico.org
2019). The data used in the calculation of coffee competitiveness is coffee export
data from various countries, including Indonesia, for ten years, from 2009-2018.
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In this analysis, RCA was employed to measure the competitiveness of

Indonesian coffee compared to other coffee producers. Several major coffee
exporting countries will be calculated so that the comparative advantage can be
compared. Mathematically the RCA is formulated in equation (1).

i
it

RCA = %
t

Note:

Xij: export value of commodity i from country j
Xit: total export value of the country j

Wj: the value of world commodity exports i
Wi: total world export value

The value of the competitiveness index of a commodity in the RCA has two
possibilities, namely: 1) The value of RCA> 1, indicates that the share of
commodity i in the total exports of country j is higher than the average share of
the commodity concerned in exports of all countries (world). This means that
country j has a comparative advantage (has strong competitiveness) so that it is
relatively more specialized in the commodity groups concerned. 2) RCA value <1,
shows that the share of commodity i in total exports of country j is smaller than
the average share of the commaodity in question.

To find out the competitiveness of a product as in table 1 can be converted
from the quadrant contained in figure 1, where the competitiveness position will
be in one of the quadrants. The position in the quadrant represents the business
strength (X-axis) and market pull (Y-axis) of a product. Mathematically, the
business power or market share (X-axis) of a product is formulated in equation
(2), while the market attraction (Y-axis) is formulated mathematically in equation

).

?=1(V’;—"i)t x 100%- ?=1(V’;—ii)t_1 x 100%

T

’gzl(v’;—ii)t x 100%— ’gzl(%)t_l x 100%

T

Note:

Xi: The export value of Indonesian products
Xt: The total value of Indonesian exports
Wi: The export value of the world products
Wt: The total value of world exports

RESULT AND DISCUSSION
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The international market requires players in it to have commodities that have
competitiveness to survive in increasingly fierce competition. A country needs to know
the level of competitiveness of its commodities that are exhibited in international
markets. The measurement of the competitiveness of a commodity serves to determine
the strategy in winning the competition in the international market (Firmansyah et al.,
2017). This study analyzes the competitiveness of Indonesian coffee in the
international market, which aims to provide an initial interpretation of the position of
Indonesian coffee trade in the international market and analyze strategies to increase
the competitiveness of Indonesian coffee exports in the international market.
According to the International Coffee Organization (2019), world coffee consumption
from 2014 to 2018 has increased, this is an opportunity for the Indonesian coffee bean
export market to get a better market share in the international market. Indonesia must
be able to take advantage of this opportunity to improve the export performance of
coffee beans to international markets (Alexander and Hendrik, 2019).

The competitiveness of Indonesian coffee in the international market can be
seen from its comparative advantage. Based on the Table 2, the competitiveness of
Indonesian coffee and other coffee-producing countries, including Brazil, Vietnam,
and Colombia, in comparative terms in the international market, was analyzed by
the RCA method. RCA measures the export market share of a country in the same
industrial group as other exporting countries, so it is widely used to measure
comparative advantage (Serin and Civan, 2008). This analysis will compare the
RCA value of Indonesian coffee with other major producing countries in the world
market. The higher the RCA value, the country has a higher comparative advantage
and vice versa. The results of the competitive analysis that has been carried out on
the four largest coffee producing and exporting countries in the world, namely
Indonesia, Brazil, Vietnam, and Colombia on the international market using the
RCA method can be seen in table 2.

Table 2. Results of Estimated Competitiveness (RCA) of Coffee Export Countries

Year Brazil Vietnam Colombia Indonesia
2009 15.42 18.86 29.83 4.40
2010 16.08 15.99 29.99 3.22
2011 15.76 14.32 23.46 2.56
2012 13.18 17.24 18.07 3.66
2013 12.69 12.91 21.83 4.30
2014 15.97 13.10 27.29 351
2015 15.81 8.10 39.21 4.33
2016 13.84 9.09 41.87 3.68
2017 11.76 7.10 37.94 3.90
2018 11.36 7.14 34.86 2.81
RCA average 14.19 12.39 30.44 3.64

Source: International Trade Center (ITC) data processed

Based on Table 2, information is obtained that Indonesia has an average RCA
value of 3.64, and is the smallest value compared to other world coffee exporting
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countries. The small RCA value indicates that Indonesian comparative advantage

still needs to be improved. Brazil and Vietnam, as the first and second-largest coffee
exporting countries, have an average RCA value of 14.19 and 12.39, respectively.
The most considerable average RCA value is owned by the State of Colombia of
30.44, of which the State of Colombia is the third-largest coffee exporter after
Brazil and Vietnam. As the third-largest coffee exporting country in the world,
Colombia has a comparative advantage that can be used as a reference to improve
the competitive advantage of Indonesian coffee exports.

Indonesia’s main competitor as a coffee exporter is Vietnam. This is known
from the comparison of RCA values between the two countries over the past ten
years, where not even Indonesia has a comparative advantage compared to
Vietnam. Vietnam obtained the condition of excellence due to government support
through investment in agricultural infrastructure development, research and
development, and funding (Zuhdi and Suharno, 2015). Baso and Anindita (2018)
explained that government support could encourage an industry in a country to have
an advantage over other countries.

Brazil has an average RCA value that is much higher than that of Vietnam.
This condition shows that the country of Indonesia is under Brazil. Based on Table
2 above, the high RCA value is known to be caused by the value of total exports,
which is far higher than that of Indonesia. This condition indicates that the country
of Brazil has an advantage in the amount of production and production quality.
Pradipta and Firdaus (2014) explain that the significant value of RCA is caused by
high production.

Colombia is a country that has the most considerable RCA value than the
other three countries. The high value of RCA from the country of Colombia has led
to the superiority of the coffee products produced and the amount of production.
Purnamasari et al.,(2014) explained in their research that coffee products from
Colombia are dominated by Arabica products, which have higher prices than
Robusta coffee products. This condition causes decreased Indonesia's performance,
although it remains as a producer with specialty coffee.

Jamil (2019) explained in his research that the low competitiveness of
Indonesian coffee is due to the low quality of Indonesian coffee. In line with
Jamil (2019) and Narulita et al. (2014), states that the low productivity of
smallholder plantations causes the low quality of Indonesian coffee. The low
productivity is due to the use of superior seeds, cultivation techniques that are
still simple and not supported by the infrastructure yet. Low coffee grade
compared to other exporting countries is the reason why Indonesian coffee
competitiveness is low (Hidayat & Soetriono, 2010).

The structure of the coffee business in Indonesia is also one of the causes of
the low quality of Indonesian coffee because small-scale farmers produce most of
Indonesia’s coffee. This condition was stated by Fadah, 2016 which stated that
farmers in their research area often harvest coffee before harvest time, the coffee
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beans they harvest are still not ripe and not yet read. Farmer causes the cropping
and harvesting patterns carried out by farmersto need money to fulfill their daily
needs, including for sudden needs for the education of the farmer's children.
Kurniasanti et al. (2014) explains that in a business analysis is needed related to
competitiveness and strategies to win competition with other countries. Destrianto
(2013) explains that the determination of strategies that have been obtained from
the identification of internal and external conditions must refer to the opinions of
experts, in order to get a stronger impact.

Analysis of Export Product Dynamic

The Export Product Dynamicmethod is one of the approaches used to analyze
the competitiveness products from several countries (Pradipta and Firdaus, 2014.)
During 2009-2018, Colombia had the highest average RCA value of 30.44, while
Indonesia had the lowest competitiveness with an average RCA of 3.64. The intense
competitiveness of Colombia is supported by the value and volume of exports,
which tend to increase every year. The growth in the number of exportable coffee
products can be said to continue to increase, especially from 2014 to 2016.

Table 3. Analysis of Export Product Dynamic

Year Brazil Vietnam Colombia Indonesia
RCA average 14.19 12.39 30.44 3.64
Export Market Growth -1.1 4 -3.3 -2
Product Market Growth 2.1 7.4 4.4 1
EPD position Lost Rising Star Lost Lost

Opportunity Opportunity Opportunity

Source: data processed

Based on Table 3, it is known that there is some big picture which shows that
three countries experience the condition of losing the opportunity to be able to trade
with other countries, especially coffee products. This position shows that coffee
exports in several other countries have a quite good competitor competitiveness in
the destination countries. The position of the ideal market share (rising star) is
because the country can grow from all sides. According us, countries that
experience lost opportunities can be caused by several important factors such as a
decline in production in the country, a decline in the country's exchange rate against
the dollar and a decline in the quality of production.The strategy to improve the
competitiveness of Indonesian coffee export products in the international market,
which is in the position of Lost Opportunity, is crucial.

One effort to improve the competitiveness of Indonesian coffee can be made
with various technological innovations in aquaculture and processing production in
order to increase production and quality. Also, increasing coffee exports in
Indonesia can be done through market diversification and product diversification
(Sun & Govind, 2017). Market diversification is done in the interest of looking for
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other destination countries that have export opportunities so they can have the

opportunity to dominate the market share to increase the competitive export of
Indonesian coffee. Besides, market diversification will The government also needs
to open up a broader export market that can accommaodate the production of farmers
in Indonesia. Meanwhile, product diversification can be done by expanding
Indonesian coffee exports not limited to fresh products but in the form of processed
products that are expected to increase the added value of Indonesian coffee exports
(Sun & Govind, 2017).

Improvement of domestic transportation facilities needs to be done in order
to simplify and shorten the delivery time so that transportation costs will be cheaper
and the quality of coffee exports is maintained (TPSA, 2018). The government must
open transportation access so that the process of distributing coffee products from
farmers to shipping ports will become smoother. Indonesia should increase coffee
exports with countries that have high per capita and real incomes because the higher
income of a country will tend to increase the country's import capabilities so that it
provides an opportunity for Indonesia to increase coffee exports. Improving the
image of Indonesian coffee in the world and destination countries can be done
through the promotion of coffee through the mass media or coffee festivals both
nationally and internationally so that local coffee can be sought after.

Several things need to be done by farmers or coffee industry players at the
bottom level. (TPSA, 2018). First, they need to maintain quantity and quality.
Second, farmers need to conduct business communication with industry players
above and conduct business negotiations. Farmers also need to have official groups
or bodies so that the government hears their voices. The government also needs to
provide guidance to coffee farmers and listen to their aspirations.

CONCLUSION

The trade performance of Indonesian coffee products in competitiveness with
other countries is the lowest in the RCA value. This condition shows that Indonesia
needs to increase production activities and maintain quality. Indonesian coffee
products have various types, which, when used, and will increase Indonesia’s
competitiveness. Low competitiveness is also caused by Indonesia's weakness in
maintaining coffee stocks for export and maintaining its quality. Coffee farmers in
cooperation with industry players should carry out business communication,
especially the coffee products they want and negotiate prices to reach the best
agreement.

The EPD analysis shows that Indonesia is in a position of losing
opportunities, where it shows that although the coffee market can grow, Indonesia
cannot take advantage of this growth. The government of Indonesia could increase
their competitiveness through technological innovations in aquaculture and
processing production. The government also needs to make a breakthrough in
business communication with coffee activists at the lower levels to introduce and
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direct them to adopt new technologies. The Ministry of Trade also needs to diversify
markets, especially finding export opportunity with the best benefits for Indonesia.
Furthermore, the coffee industry players also need to diversify products, mainly
processed coffee and its derivatives. Meanwhile, the government need to improve
domestic transportation facilities to improve the investment cenrtainty to global
investor. The limitation of study lies on the analysis of export that limited to product
dynamics and revealed comparative advantages. Therefore, further research might
add gravity model to determine coffee industry’s competitiveness.
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